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ility for the opinions expressed by its 
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The pictures below show significant steps in the 
shop fabrication and assembly of B&W’s Uni- 
versal Pressure Steam Generator for Philo Plant. 


“dani herve cid ready for bongo ve 


the second pass side wall is about 55 feet long, 
5 feet, 6 inches wide. Alloy tubes are strength 
welded into the headers. 
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bressure Steam Generator 


rection begins at Philo Plant 


inal field erection has started on the world’s first 
pmmercial supercritical pressure steam generator. 
tthe Philo Plant of the Ohio Power Company, on 
he Arnerican Gas and Electric System, shop-assembled 
omponents of B&W’s Universal Pressure Steam Gen- 
rator are now being erected. It will supply steam at 
$00 psi, 1150 F to a 125,000-kw turbine, and there 
ill be two stages of reheat. Expected net heat rate is 
00 Btu per kilowatt hour. 

he complete installation at Philo Plant represents a 
ew break-through in steam electric generating effici- 
ncy. In the words of Phillip Sporn, President of 

erican Gas and Electric Service Corp.: 

e Philo project reflects the outstandingly dynamic 
aracter of the electric power industry. Here, in the very 
portant field of energy generation, new frontiers are 
eing pushed forward. Here, new avenues of approach 
) improvement in capital costs, in efficiency and in 
perating costs, are being opened. And, in keeping with 
e tradition that has characterized the growth and de- 
elopment of the industry, the results of this pioneering 
chievement will be made available to the rest of the 
dustry. 

e electric power industry, far from challenging any 
articular method of generating energy, demonstrates 
y this Philo project its readiness to adopt and bring 
orward every new development that can advance its 
echnical and economic well being.” 
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Sectional View of B&W Universal Pressure Steam Generator. 
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with the Codlitors 


Ww the advent of natural gas in vir- 
tually every section of the United 
States, the problem of attracting and hold- 
ing potential gas consumers in rapidly de- 
veloping outlying communities has become 
a responsibility for the gas industry as a 
whole. The gas industry, as a whole, of 
course, includes, not only the traditional 
trinity of producer, pipeline, and dis- 
tributor interests, but also the increas- 
ingly active advance guard—the liquefied 
petroleum or so-called “bottled goes” dis- 
tributor. 


IN many areas where new homes are 
going up, the installation of oil or coal 
furnaces and the use of substitute fuels 
for other household heating purposes can 
become an eventual barrier to the use and 
acceptance of gas service. Heating and 
other appliances represent a substantial in- 
vestment to the home owners in the outly- 
ing areas. To the extent that bottled gas 
distribution nails down such customers, 
they become permanent gas customers. Or 
at least their homes often become per- 
manently converted to gas service. 


EVENTUALLY, gas mains may or may 
not reach into such outlying areas, but 
whether the gas customer continues as a 
satisfied consumer of bottled gas, or is 
able and willing to convert to the regular 
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gas line service at a later date, the eco- 
nomic base of the gas industry as a whole 
is strengthened. The sale and distribution 
of gas appliances have the benefit of a 
market that would otherwise be lost, per- 
haps irrevocably. 


; iw opening article in this issue tells 
the story of efforts that have been 
made to develop a unified and more effec- 
tive promotion of the sale of gas and gas- 
consuming appliances. One of the patterns 
for developing all-gas unity embraces the 
efforts of both competitive LP-gas dis- 
tributors and regulated franchise gas-dis- 
tributing utilities. This LP-gas promotion 
program is designed to hold the gas- 
oriented consumer until or after gas mains 
are able to branch out from urban centers 
or neighboring pipelines. A small conver- 
sion job puts most appliances in readiness 
for connection with either the LP or cen- 
tral main natural gas lines. 


THE author of this article is the presi- 
dent of the Liquefied Petroleum Gas As- 
sociation, Inc., C. J. McALLIsTEr, who is 
also vice president and general manager 
of The Parlett Gas Company of Waldorf, 
Maryland. Mr. McALLIsTER, whose as- 
sociation is the national trade association 
of the butane-propane gas industry, was 
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YOUR 
Special Advantage 
for FEBRUARY 





GREATEST INVENTION of Thomas A. 
Edison is distributed electric power. Now | 
we provide reliable electric service, 
wherever and whenever you wish. 


CONSUMERS POWER COMPANY 
. ... this is the SPECIAL ADVANTAGE STICKER 
which d of p are using this month 


on the front cover of Electrified Industry. —> 


Pass to— 











THE SPECIAL ADVANTAGES of electric 
service include: . . Convenience . . . Flexibil- 
ity .. Instant Starts . . . Economy .-. . Reli- 
ability . . Cleanliness . . . Good Regulation 
... Ability to take Overloads . . . and the 
Cooperation and Advice on Electrical Prob- 
lems which most power companies offer. 


Customers are reminded of you and of the 
SPECIAL ADVANTAGES of being on your 
lines. In addition your stickers help them 
route your messages to additional readers. 


Some companies make up stickers which 
carry their own slogan ( a good idea). Others 
hu ve Reddy Kilowatt remind the readers that 
electric power is their willing servant. 














Power salesmen make friends for your 
companies and add to your “net divisable.” 
Years ago they decided that they needed help 
to overcome the effects of the competitive 
power, diesel-and-steam, agin-the-utilities 
magazines that they saw on their customers 
desks. They helped create the picture maga- 
zine which tells the true story that electricity, 


properly used, is worth many times its cost. 


They use this magazine to make 21¢ calls 
for them in between the $5 and $10 calls they 
make in person. 


By using Electrified Industry they are able 
to maintain better-than-ever customer contact 
and increase the net revenue of the utilities. 


ELECTRIFIED INDUSTRY ~ Tonys Madness 


Martin Publications — 20 No. Wacker Dr., Chicago 6 





PAGES WITH THE EDITORS (Continued) 


born in Ontario, Canada. He entered the 
LP-gas business at an early age more than 
a quarter of a century ago. He has been 
connected with all phases of it, including 
service with two of the larger companies, 
Phillips Petroleum Company and Sub- 
urban Propane Gas Corporation. 


* * * * 


oo the current controversy in Con- 
gress over natural gas legislation, we 
hear repeated warnings that gas producers 
and gas-producing states may put an em- 
bargo on exporting gas. The theory of this 
is that the production industry, as well as 
the state, may find it more advantageous 
to keep the natural resource for home con- 
sumption, rather than have it depleted by 
pipelines running out of the state under 
regulatory conditions which would not 
make such operations sufficiently profitable 
or compensatory. It so happens that Maine, 
many years ago, actually adopted a similar 
policy with respect to the state’s water 
power. The embargo law was designed to 
keep hydro power for home consumption. 
Recently, this law was repealed after many 
years. Why? The article beginning on page 
150 gives us an interesting account of the 
background of this experiment and the 
reasons for its apparent failure. 


Dr. Lincotn SmirH, author of this 
article on the Maine power embargo ex- 
periment, is a native of Maine and a 
graduate of Bowdoin College. He was edu- 
cated at the University of Wisconsin (AM 
and PhD) and has taught at Yale, the Uni- 
versity of Pennsylvania, and the Uni- 
versity of California (Los Angeles). He 
has been more recently connected with the 
faculty of Columbia University. 


IT is interesting to note that the now 
repealed Fernald Law, by which Maine 
sought to embargo the export of hydro- 
electricity, was a regressive measure. It 
had its concept in the nineteenth century 
high protective tariff and trade barrier 
school of economic thought. The theory 
was that the retention of cheap electric 
power would induce new industries to set- 
tle within Maine. Just how any such re- 
sult could have been visualized back in 
1909, when hydro development in Maine 
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or anywhere else was in a very primitive 
state, is difficult to imagine in these later 
times. 


Yet, when an effort was made to repeal 
the law only a little more than a quarter 
of a century ago, it again fell under the 
contracting influences of the depression 
which started in 1929. The old trade bar- 
rier technique was once again resurrected 
and popularized and the fight to repeal 
the Fernald Law failed. It remained for 
a period of more general prosperity for the 
repeal movement to succeed finally, as 
analyzed in Dr. Smiru’s article. 


* * j$%-K * 


A. COMBATALADE, whose article on 

e public relations from the standpoint 

of a municipal utility official begins on 
page 161, is the director of public relations 
of the Sacramento Municipal Utility Dis- 
trict, Sacramento, California. Born and 
raised in San Francisco, he is a graduate 
of the University of California and re- 
ceived a master’s degree from Columbia 
University, and was initiated into Phi 
Delta Kappa while at Columbia. Prior to 
his service with the Sacramento district, he 
was engaged in teaching and was for sev- 
eral years director of training in the officer 
candidate school at Fort Knox, Kentucky. 


THE next number of this magazine will 
be out February 16th. 


A. Batts 
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it adds up... 


There’s no better adding machine 
than the Remington Rand 
All-Electric. 


It has everything! 


10 key keyboard for touch control 

Two color tape for proof of accuracy 
Electrified multiplication 

Direct subtraction 
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oming IN THE NEXT ISSUE 


(February 16, 1956, issue) 


THE VALUE OF THE REGIONAL ANNUAL MEETING 


In recent years The Southern Company, which serves the Southeast through the 
Alabama Power Company, Georgia Power Company, Gulf Power Company, and Mis- 
sissippi Power Company, has been holding annual stockholders’ meetings in the service 
areas of the system. The first was held in Alabama, the second in Georgia, and the 
1955 meeting was held last spring in Florida. The purpose of these ''area'’ meetings 
was to give an opportunity to stockholders to see some of the structures and the ter- 
ritory served, and to meet personally members of the management organization. Eu- 
gene A. Yates, chairman of the board of The Southern Company, in an interview with 
Ralph S. Child of the editorial staff of PUBLIC UTILITIES FORTNIGHTLY, has given 
an account of his company's experience with the three annual meetings held in various 
sections of the company's system area. 


STATE-OWNED UTILITIES IN SWEDEN AND THEIR REGULATION 


In Sweden the state government owns and operates the utility services. But there is 
also provision for independent regulation and control of these state-owned agencies— 
to assure orderly and efficient management and to make certain that the services are 
paying their way. H. Heimbiirger, head of the financial department of the Board of 
Swedish Telecommunications, has written an article describing the organization of 
these state controls for the various utility services of Sweden. It is interesting to com- 
pare some of these practices with enterprises of public ownership of utilities in the 
United States where the idea of independent supervision or regulation is often re- 
jected as unnecessary or actually interfering with a public agency. 


PUBLIC ATTITUDES TOWARDS UTILITIES 


Some of the public attitudes towards utilities described in this article by Thomas C. 
Campbell, assistant dean of the college of commerce of West Virginia University, 
may not be new to readers of this publication. But the article discusses various ideas 
from the viewpoint of the writer outside of the utility industry, which are likely to be 
interesting and useful to utility people and utility regulators. Professor Campbell sees 
a glaring need for greater public education to offset the spread of unfair and dis- 
torted ideas about the way utilities operate and their relations with the consuming 
public. There is, for example, the overemphasis and publicity given to the ‘burden’ 
on ratepayers when reference is made to any change or increase in utility rates. The 
fact that prices of other everyday living commodities, such as clothing, food, or 
beverages, might change or increase many times the amount of the few cents differ- 
ence in the change of utility rate is accepted casually. It is always the utility rate 
which is the ''burden''—reflecting an unhealthy public attitude on this subject. 


* 


Al SO... Special financial news, digests, and interpretations of court and com- 
mission decisions, general news happenings, reviews, Washington 
gossip, and other features of interest to public utility regulators, com- 
panies, executives, financial experts, employees, investors, and others. 
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Wind 
instrument 


It only played one record at a time, which 
had to be changed by hand and you had 
to wind it after every tune. This ‘‘music 
by muscle"’ machine was the marvel of 
its day but now it is a museum piece. 


Hand compiled figures too often are 

“museum pieces” by the time you get 

them, they just can’t meet the tempo of 

modern business that requires accurate records 

in a hurry to meet fast changing conditions. 

Case in point... rate analyses. It’s a slow, complex job even 

when a utility company uses its own skilled personnel. It’s a 
fast, simple job performed in ‘One Step’ with our “Bill Frequency 
Analyzer”, because just one of these machines can analyze up to 300,000 
bills in a single day. Investigate this fast, accurate service that 
gives you analyses in days instead of weeks and has the 
collateral benefit of saving you 50% in processing costs. 

There is no obligation for estimates. 


“your key 
to better figures” 


e 
Recording & Statistical Corporation 
100 Sixth Avenue ¢ New York 13, N. Y. 








CCaukeble Core 


“There never was in the world two opinions alike.” 
—MonTAIGNE 



















DonaLp C. HypDE “Wipe out business districts and there will be a dismal 
General manager, Cleveland future for transit. Wipe out transit and there will be 
Transit System. an equally dismal future for business.” 

a 
FrepD F. FLORENCE “A world at peace can best serve mankind, and a 
President, American Bankers strong and prosperous America is the greatest assur- 

Association. ance of the attainment of a true and lasting peace.” 

5 
MarsHALL G. MUNCE “If union leadership continues to demand wage in- 
Representative, National creases, which discount in advance the savings to be 
Association of Manufacturers made by automation, reductions in prices will be im- 

possible.” 

¥ 
DonaLD R. RICHBERG “It is most important to have more people understand 
Attorney. . that what is presently sought is really a long extension 






and increase of unemployment insurance, because this 
strategy of creeping Socialism reveals that the ultimate 
guarantor of the annual wage must be the government 
of the United States.” 










¥ 
Harry S. TRUMAN “Most of the big businessmen and the rich people 
Former President of the who have the money to buy advertising don’t lean to the 
United States. Democrats. Any time we get a fair break in the Re- 







publican press we’re lucky. But I can understand that. 
You have to be rich to own a newspaper, and any man 





















that rich is a Republican.” 
¥ 
RayMOND MOoLey “Many members of Congress know that the country 
Columnist. is spending more than it can wisely afford and would | 
vote to change the course of appropriations. But they E 


are terrorized and enslaved by a public which has accus- 
tomed itself.to spending unlimited sums and which re- 
fuses to face the facts of life.” 


» He 


Epiror1aL STATEMENT “Both this [capital gains] tax and the double tax on is pu 
Los Angeles Times. dividends interfere with the financing of new business— our c¢ 
and it is only by financing of new business that employ- 








ment can be given to our growing population. Econo- whe 

mists are agreed that preferably capital for business The 

should be ‘equity’ or ‘risk’ capital.” “ 

» ndio s 

WILLARD F, ROCKWELL “Nationalization of industry already has happened in ks to 
Chairman of the board, Rockwell many countries where Socialism had no greater foothold roe 
Manufacturing Company. thirty years ago than it has in the United States today. _ 
The harshest criticism that can be made of American prime! 








businessmen is that we have devoted so much time and 
energy to promoting the growth of our business that 
we have failed to do our duty by fighting against the 
changes in government which are slowly but surely 
threatening to strangle our initiative and energy.” 
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He is a Bell System communications engineer. 
is purpose is to help you speed your operations, cut 
our costs and improve your service—by making sure 
our communications meet your exact requirements. 


The Bell System offers a wide variety of private line 
vices. including telephone, teletypewriter and mobile 
dio systems. And the Bell System tailors these facili- 
es to meet specific individual needs, so that you 
aintain high-speed contact between your various de- 


prtmeriis, branches, factories, warehouses, as well as 








LEPHONE TELETYPEWRITER 


He's coming to help you 


MOBILE RADIO 








between you and your suppliers, customers, distributors 
and shippers. 


Why not let a Bell System communications engi- 
neer make a study of your communications requirements 
and recommend the kind of service, or a combination of 
services, which will best meet your specific needs? 

His survey is free and his recommendations are 
yours without obligation. You can reach him by 
calling your nearest Bell Telephone business office. 


® 
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TELEMETERING AND REMOTE CONTROL CHANNELS 


BELL TELEPHONE SYSTEM 











Pioneering New Horizons 

in Power... Striving 
today for peaceful 

application of atomic 


energy tomorrow 


Pioneer Service 
& Engineering Co. 


231 SOUTH LA SALLE STREET, CHICAGO 4, ILLINOIS 


Serving Power-Plan 
Needs of Industries and 
Utilities for 53 years... 
Our booklet, ‘Pioneering 
New Horizons,” describes th 
complete services we offer. 
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FOR CLEANER 
COOKING 


columbia Gas System 


delivers a modern miracle 
24 Hours-A-Day! - 


© The Columbia Gas System 


FOR CHEAPER 
DRYING 


\ 


FOR INSTANT 
HOT WATER 


CHARLESTON GROUP: United Fuel Gas Company, Atlantic Seaboard Corporation, Amere Gas Utilities Com- 
pany, Virginia Gas Distribution Corporation, Big Marsh Oil Company, Central Kentucky Natural Gas Company; 
COLUMBUS GROUP: The Ohio Fuel Gas Company; PITTSBURGH GROUP: The Manufacturers Light and Heat 
Company, Binghamton Gas Works, Cumberland and Allegheny Gas Company, Home Gas Company, The Key- 
stone Gas Company, Inc., Natural Gas Company of West Virginia; OIL GROUP: The Preston Oil Company. 











lf your problem concerns UTILITY RATES, 


you will want these two companion volumes 


Preparing 
for the 
Utility 
Rate Case 


by Francis X. Welch, 

B. Litt., LL. B., LL. M. 
320 pages 
Price $10 


MONG the values of this compilation ef experiences 

taken from the records of actual rate cases, are the 

reviews of methods and procedures, which have been 
found helpful in — 


> simplifying and speeding up rate 
case groundwork 
saving time and expense of participants 
cutting down “lag losses” 
increasing the confidence of investors 


all of which are in the public interest. 


The volume does not offer a program of standardized 
procedures for rate case preparation, but reviews the 
plain and practical methods that have been used. 


The chapter headings indicate the coverage: 


The Birth of the Utility Rate Case 
Public Relations and the Rate Case 
The Birth of Utility Company Rate Opposition 
The Nature of the Utility Rate Proceeding 
Events Leading Up to the Rate Case 
Selection and Function of the Attorney 
The Grand Strategy of the Rate Case 
The Mechanics of Rate Case Preparation 
Proof of the Rate Base 
The Completed Rate Base—Overheads, Land, 
Depreciation, Working Capital 
Completing the Rate Base; Working Capital 
Operating Expenses 
Operating Expenses, Continued— 
Annual Depreciation 
The Rate of Return 
Rate Adjustments—Allocations 


Conduct 
of the 
Utility 

Rate Case 


by Francis X. Welch, 

B. Litt., LL. B., LL. M. 
400 pages 
Price $12.50 


HIS companion volume deals with those procedural 

matters which come after the preparatory stages of 
the rate case. It presents for the first time the practical 
problems of conducting the case 


> filing the application 
> introducing the evidence 


> examining the witnesses, etc. 


In’ fact, it explains the time-saving and effective ways of 
making the step-by-step progress toward the rate decision, 
including information concerning the requirements for 
appeal and review. 


Here are the chapter headings: 


Assisting In the Rate Case Preparation 

The Formal Approach to the Rate Case 

The Attorney-Client Relationship 

Preparing The Petition or Application 
Preparing the Testimony 

Parties—Rate Complaints—Rate Investigations 


Negotiations Before Hearing— 
Prehearing Proceedings 


Setting and Opening The Hearing 
Examination In Chief 
Cross-Examination and Rebuttal 
Evidence in a Rate Case 


The Case for Complainants or Rate 
Increase Protestants 


The Expert Witness 


Motions, Interlocutory Procedures, Arguments, 
Briefs and Decisions 


Appeal and Review 


Never before has anyone attempted to bring together, in relatively small compass, a comparable 


exposition and guide. 


PUBLIC UTILITIES REPORTS, INC., Publishers 
NEW BOOK DEPARTMENT 
309 MUNSEY BUILDING 
WASHINGTON 4, D. C. 








C4 AMCRECO 
LOWRY PROCESS 


se 


Creosoting Company 


Pioneers in Forestry 
as well as Wood Treatment 


e It has been estimated that the modern wood 
preserving industry, pioneered by the American 
Creosoting Company, has saved the nation the 

_ equivalent of 500 million acres of forest lands in 
the past 50 years. Great as this force has been, 
wood preservation alone was not enough to stem 
the tide of forest exhaustion. 

The greatest conservation force is the forester 
and his science of forestry. 

Just as it was the pioneer in wood preservation, 
American Creosoting Company was a pioneer in 
forestry. While the science of forestry was in its 
infancy, American Creosoting Company took a 
practical interest in the advancement of the science 
by purchasing large forest areas to make them 
available for the study and advancement of the 
practices of good forestry. 

In this vast woodland laboratory, known as 
Satilla Forest, Amcreco has helped develop and 
carry out many of the scientific practices that are 
now in widespread use throughout private, indus- 
trial and government owned timber lands. 

With this progressive policy of good forestry 
practice combined with constantly improving treat- 
ment, American Creosoting Company helps keep 
the cost of treated materials at a minimum con- 
sistent with the quality you require. To learn how 
this affects you, let us quote on your needs. 
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Indiana Creosoting Company RE oD Kettle River Company 
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Twofold Benefits From The 


Analysts Journal 


7, its timely articles by the nations leading security analysts 
and economists keep you informed as to methods and 
trends in the security markets. You will be better able to 
present your company in its most favorable light if you 
know the trend of financial thinking as expressed in the 
official publication of the Security Analysts. 


Its advertising pages provide a means of putting your story 
across to the Analysts. There is no more direct and effec- 
tive way to contact this influential group of investment 
specialists than to advertise in their own quarterly Journal. 
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Only wnen you have comprehensive, 
accurate, and reliable facts at hand 
can sound decisions be made. 


‘ Reports Commonwealth's specialists—with 
Business Surveys years of experience in financial work, 


A . | engineering, taxes, insurance, and the 
ppraisa S . s 

many other phases of today’s business 

activity will analyze the many factors 

affecting the operations and future 

outlook of a given business or industry. 


As a preliminary to investment; to ob- 


tain a perspective on existing business 
or future expansion; to get all the 
facts — use a Business Analysis by 
Commonwealth as your blueprint for 
sound executive decision. 


**A man's judgment 
is no better 

than the facts 

at his command...’ 
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The 
Utility Industry 
in Stride 








The private Utility Industry can take pride in 
its contributions to the living standards of this 


nation. 


We, who are privileged to share in the required 
financing, recognize the responsibility Utility 
managements have assumed in the vast growth 
of their industry. 


They, with the necessary aid of regulatory 
authorities, are ever mindful of consumers, em- 
ployees and investors alike. 


At this time, we wish especially to salute the 
Electrical segment of the industry during its 
National Electrical Week. Scheduled nation-wide 
efforts, starting on February 5th, 1956, will high- 
light the vitality of the whole Utility community. 
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Thursday—2 


ssourt Valley Electric 
soctation begins industry 
( commercial sales con- 
ference, Kansas City, Mo. 


Friday—3 


Great Lakes Power Club 
ends 2-day meeting, Chi- 
cago, Til. 


Saturday—4 


Electrical Association of 
Rochester will hold elec- 
trical exposition, Rochester, 
N.Y. Feb. 18-25. Advance 


Sunday—5 


National Adequate Wiring 
Bureau will hold annual 
conference, Chicago, Ill. 
Feb. 23, 24. Advance notice. 





Council begins national con- 
ference, Cincinnati, Ohio. 


Transmission and Distri- 
bution Committee, begins 
meeting, Philadelphia, Pa. 


ciation begins annual con- 
vention, New Orleans, La. 


é notice. 
Monday—6 Tuesday—7 Wednesday—8 Thursday—9 
Industrial — Electrification Edison Electric Institute, Louisiana Telephone Asso- Southeastern Electric Ex- 


change, Personnel Admin- 
istration Section, begins 
meeting, Biloxi, Miss. 





Friday—10 


Pennsylvania Electric As- 
sociation, Relay Committee, 


Saturday—11 


Natural Gasoline Associa- 
tion of America will hold 


Sunday—12 


American Management As- 
sociation will hold annual 


Monday—13 


Minnesota Telephone Asso- 
ciation begins annual con- 

















2-day meeting, Phila- Permian basin regional electronics conference and vention, St. Paul, Minn, 
delphia, Pa. meeting, Odessa, Tex. Feb. exhibit, New York, N. Y. 
24. Advance notice. Feb. 27-29. Advance notice. 

Tuesday—14 Wednesday—15 Thursday—16 Friday—17 
EWlisom Electric Institute, Tulsa Corrosion Short Southern Gas Association New England Gas Associa- 
Li ctrical Equipment Com- Course for Pipeliners be- begins accounting manage- tion begins joint home 
mice, begins meeting, Hot gins, Tulsa, Okla. ment conference, New Or- service and commercial 

Springs, Va. leans, La. group meetings, Provi- 


dence, R.I. 
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A concealed melting system keeps the walks and driveway free of snow. 
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Bottled Gas—Advance Guard of 
Utility Service 


The LP-gas promotion program attempts to hold the gas-oriented 

consumer until or after gas mains radiate from urban centers, 

or branch out from natural gas pipelines. There is no change in the 

legal status of either supplier. The fringe customer's account may 

shift to the regular utility supplier. Or it may be retained by the LP 

supplier that shows its ability to keep the gas flowing to the cus- 
tomer’s home. 


By C. J. McALLISTER* 


WHOLE new concept of gas promo- 
tion is now being explored by the 
gas utilities. It could well solve 

their expanding service area problems and, 
in doing so, develop still wider gas mar- 
kets for the liquefied petroleum gas dealer 
and the gas appliance manufacturer. 
The plan is the brain child of the Lique- 
*Vice president, The Parlett Gas Company, 
Waldorf, Maryland; also, president, Liquefied 


Petroleum Gas Association. For additional personal 
note, see “Pages with the Editors.” 


fied Petroleum Gas Association and more 
particularly of its immediate past presi- 
dent, W. R. Sidenfaden, president of 
Suburban Gas Service, Inc., Upland, Cali- 
fornia. 

The plan calls for creating a Joint 
Natural Gas and LP-Gas Council for 
Unity. It is hoped that when it is activated 
into a vital organization the council will 
pool the resources, man power, and mar- 
ket-developing potentials of 1,100 gas utili- 
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ties, some 25,000 LP-gas operators, the 
Gas Appliance Manufacturers Associa- 
tion, pipeline companies, tank fabricators, 
and other related industries. Teamed to- 
gether, these segments of the gas industry 
would offer a common product—gas— 
under a common emblem—the blue flame. 

The joint council plan stems from a 
realization of the dynamic character of the 
gas industry and American living. As 
every businessman knows, our cities are 
pushing their boundaries farther out every 
year into what had been rural and small- 
town areas. First homes, then schools and 
small businesses, then industries, large and 
small, find their way into the suburbs. As 
they move they pose problems of fuel 
service. 

The obvious mechanics of gas utility op- 
eration preclude immediate main service in 
these new communities. In addition, recent 
years’ experience has added the factor of 
manufactured and natural gas availability. 


HESE roadblocks, happily, have not 

dampened home owners’ or business- 
men’s desire for gas. So thoroughly ac- 
customed had they become to gas service 
in their city years that they demanded 
some form of gas service in their new 
suburban localities. 

LP-gas men have been meeting that de- 
mand. They have also been creating still 
more interest in gas service through their 
own sales promotion. Today over 9,000,- 
000 of the 38,000,000 gas customers in the 
United States are LP-gas users. 

The pattern of urban development con- 
tinues until the more closely grouped cus- 
tomers are added to the city utility’s lines. 
Thus without any formal organization, in 
most instances, the LP-gas industry has 
performed the all-important mission of 
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finding and holding customers for gas. 

This “finding and holding” operation 
has not always been uniformly successful, 
as our typical outline of city development 
may make it seem. In all too few areas is 
there enough detailed co-operation be- 
tween LP-gas and utility gas organiza- 
tions. In some instances there is not 
enough awareness by both parties to the 
all-gas development, of the importance of 
selling gas and gas service. In still other 
areas the growth of the market has been 
so rapid that neither the LP-gas man nor 
the city gas man has felt the need for a 
co-ordinated promotion plan. 

Co-ordination is the key to the joint 
council plan. Whatever the details that will 
be worked out later, the essential idea is a 
single marketing plan, fostered by both 
utility and nonutility gas sellers. 


oe there are two major gas promo- 

tion organizations, each functioning 
in its own area, neither in a position to give 
much thought to the problems of the gas 
man outside its own sphere of influence. 

The city gas industry supports the PAR 
plan of the American Gas Association, 
PAR signifying promotion, advertising, 
and research. The advertising and promo- 
tion portions of PAR put $2,800,000 into 
selling gas for home and industry. It has 
supporters among the manufactured, 
natural, mixed, and propane and butane- 
air utilities but unites them all under the 
blue flame. Its value to the city utility is 
beyond question, as the yearly renewals 
of support can testify. 

The off-mains gas industry sponsors the 
National Council for LP-Gas Promotion 
and its companion, the LP-Gas Informa- 
tion Service, with a $400,000 annual budg- 
et. Both the council and the service unite 
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A New Plan for Gas Service Expansion 


<4 I pasa new concept of gas promotion is now being explored by the 

gas utilities. It could well solve their expanding service area prob- 
lems and, in doing so, develop still wider gas markets for the liquefied 
petroleum gas dealer and the gas appliance manufacturer. The plan is 
the brain child of the Liquefied Petroleum Gas Association and . . . calls 
for creating a Joint Natural Gas and LP-Gas Council for Unity. It is 
hoped that when it is activated into a vital organization the council will 
pool the resources, man power, and market-developing potentials of 1,100 
gas utilities, some 25,000 LP-gas operators, the Gas Appliance Manufac- 
turers Association, pipeline-companies, tank fabricators, and other related 

industries.” 








bottled and tank gas sellers, propane and 
butane gas operators, under their own blue 
flame. 

Two organizations—two budgets—two 
missions. But they meet at the city limits 
of wherever the gas mains end. 


S tw value of single effort and single 
control has been demonstrated in too 
many phases of business activity to need 
fresh analysis here. They apparently have 
been appreciated in their connection with 


gas promotion for the American Gas As- 
sociation and the Gas Appliance Manu- 
facturers Association directors have al- 
ready given the all-gas plan their tentative 
approval. AGA directors in December ap- 
proved the appointment of a three-man 
committee to study the plan with an eye 
to detailed discussion at a later board 
meeting. GAMA voted its approval with a 
decision to have a committee meet with 
AGA and LPGA, and other interested as- 
sociation committees, for a brass-tacks dis- 
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cussion. LPGA went on record in favor of 
the plan last May when it was first publicly 
presented. 


HILE it may be months before the 

united gas industries will produce 
operating plans for the joint council, there 
are already several local examples of ef- 
fective all-gas unity. What a few utilities 
and a handful of LP-gas men have done 
in a few states may well be a guide for 
national promotion. 

Here is a run down on the leading local 
all-gas promotions now in successful op- 
eration: 

In the Miami (Florida) area the local 
utility and virtually all of the LP-gas men 
serving that ever-increasing locality have 
been sponsoring a rounded promotion pro- 
gram for several years. They sell one com- 
modity—gas—through the Gas Institute 
of Greater Miami. The leaders of the pro- 
gram are both utility and nonutility gas 
men. 

They use radio, television, news- 
papers, billboards, and just about every 
other medium of advertising and merchan- 
dising. Prospects are invited to see their 
utility if their home is on the mains—or 
the LP-gas man of their choice if they 
are in off-mains territory. Every gas man 
in Miami rates the institute a success. 

In Oklahoma the seven utilities and 
several LP-gas men have been sponsoring 
a highway sign promotion for the past six 
months. They use a uniformly designed 
sign with top billing for the blue flame, 
brief copy, and a spot for the name of the 
utility or of the LP-gas firm which erected 
the sign. 

In Wisconsin a similar on-and-off-the- 
mains group is readying a newspaper pro- 
motion that will sell the advantages of gas. 
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Again, readers will be asked to see their 
nearest gas man. The program is built 
around the spreading suburbs of Mil- 
waukee. 

In Pennsylvania and New England gas 
men now have similar all-gas promotions. 


_ statewide and marketing area 
gas men have done has also been 
demonstrated in individual instances. As 
a matter of fact, the joint council proposal 
sprang from Mr. Sidenfaden’s own ex- 
perience in his own area—adjacent to Los 
Angeles. He found a willing co-operator 
in near-by utilities and together they have 
promoted gas—to their mutual profit. 

He and other LP-gas men have found 
that the expansion of the gas mains does 
not mean a net loss in customers but rather 
a shift in direction. They have found that 
their efforts may be directed to still fur- 
ther fringe areas. They liken it to the ex- 
pansion of a circle’s circumference as its 
radius is lengthened. Furthermore, they 
have found that sales promotion and 
publicity for utility gas has a habit of 
ricocheting in a friendly fashion into the 
expanded fringe area surrounding the 
newly widened utility service circle. The 
more people hear about gas the more they 
are apt to want gas. The closer gas is to 
them the more they realize they must have 
gas for their own homes. 

Thus the thinking LP-gas man has 
learned to profit by the expansion of gas 
mains. His next thought is how to widen 
still further his sales influence. 

As he sees it, the LP-gas man is doing 
an effective gas-selling job within the 
limits of his budget and his influence. He 
does advertise in his own territory. He 
may also advertise in the cities to prepare 
his future prospects for their move to the 
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suburbs. But he recognizes the fact of city 
gas expansion and asks why should he do 
all this alone. 

Likewise, he recognizes that—unlike a 
gas utility—he is a competitive business- 
man. The nature of his business removes 
him from public utility type of operation 
and compels him to think competitively 
and to promote competitively. 

Thinking in that vein he could easily 
imagine himself behind a utility execu- 
tive’s desk and wondering: Why should I 
place so large a portion of my load-build- 
ing potential in the hands of a man who 
has less at stake than I have? 

The joint council plan will answer these 
questions. 


MPRESSIVE as are the revenues from off- 
mains gas service in a typical urban ex- 
pansion area, every LP-gas man realizes 
that one thing is certain—the gas mains 
are on the way. He will sell the initial in- 
stallation and provide a few years’ service 
but the revenues of the long-term gas load 
will soon flow to the utility. 

What is not certain is how many profit- 
able customers the mains will find when 
they reach into the suburbs—as most any 
gas utility executive can confirm. 

If the fringe area has not been won for 
gas virtually the day the developer stakes 
out his subdivision, the odds are that the 
utility will find few customers. If gas is 
not sold on the fringe market there is a 
double loss—to the LP-gas distributors al- 
ready in that area and to the gas utility 
that will later move into it. If gas is in the 
package when the homes and businesses 


are erected gains are double, in the same 
fashion. 

We could add a third gain or loss—to 
the gas appliance manufacturer who shares 
with the utility in the long-term picture. 

At this point it should be emphasized 
that the LP-utility gas tie-in creates no 
legal or technical problems. The fringe cus- 
tomer account merely changes hands when 
the mains arrive. There is no shift in the 
competitive or public utility position of 
either gas supplier. A few minutes work 
by a competent gas fitter will convert all 
the customer’s appliances, most of which 
had been built to standards that made an 
interchange of gases a safe, simple matter. 


ao unity, most gas men realize, is 
something many utilities have been 
practicing for years. Well over 100 utili- 
ties have already formed separate non- 
franchised LP-gas units to win and hold 
off-mains customers against the day of 
mains extension. The new aspect in all- 
gas promotion is that the utilities will be 
actively co-operating with dozens of 
private concerns in their area to put this 
customer-holding program on a solid 
foundation, on a nation-wide basis. 

Both sides of the gas business have in- 
dividually demonstrated their faith in in- 
dustry-wide promotion through the PAR 
plan and the LP-Gas Council. 

Under the common banner of the big 
blue flame gas men must unite now to 
sell their entire market—all 162,000,000 
Americans wherever they live and do 
business—the advantages of their single 
commodity—gas. 
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The Repeal of Maine’s Power 
Embargo 


During the current controversy in Congress over natural gas leg- 

islation, we hear repeated warnings that gas producers and gas- 

producing states may put an embargo on exporting gas. It so 

happens that Maine, many years ago, actually adopted a similar 

policy with respect to the state’s water power. The embargo law 

was designed to keep hydro power for home consumption. Re- 
cently, this law was repealed after many years. 


By LINCOLN SMITH* 


HE state of Maine is now able to sell 
hydroelectricity outside its bounda- 
ries. The repeal of its notorious 
Fernald Law, the cardinal tenet of 
Maine’s power policy which prohibited 
interstate transmission of hydroelectric 
power for nearly half a century, was sanc- 
tioned by its legislature at the last session. 


Although all the immediate and _ long- 
range results of the new policy, which be- 
came effective September, 1955, cannot be 
evaluated at this time, the repeal will have 


*Political economist, resident in New York, New 
York. For additional personal note, see “Pages with 
the Editors.” 
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significant economic repercussions within 
the state. More important, though, will 
be the regional and international connota- 
tions of power flow to near-by states and 
into Canada. The foundation has been 
laid for supranational planning in the field 
of electric power in one sector of North 
America. The subject, thus, is more than 
local in interest. 

Repeal of the Fernald Law signifies the 
elimination of one of the most drastic 
trade barriers to interstate commerce in 
this century. Maine was the only state in 

1 The best study of this is F. E. Melder, State 


and Local Barriers to Interstate Commerce, Orono 
(1937). 
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the Union which completely prohibited the 
transmission of hydro beyond its borders. 
Students of politics, economics, and law 
were amazed how a state could “get away” 
with this flagrant breach of the commerce 
clause. Voluntary state legislative action 
was timely; it may have precluded im- 
pending federal invalidation of the law a 
few years hence. Then, too, as a case 
study in a facet of regionalism, repeal re- 
veals that the economic setting for a 
major change in power policy had to be 
ripe before the political context could ef- 
fectuate a new policy decision. It is a 
salient example of how a clearly economic 
and technical situation set the stage for a 
political decision which altered economic, 
policy through the focus of economic 
planning and the use of organized in- 
telligence. 


HE purposes of this article are: (1) 

to account for the reversal of the 
state’s power policy in terms of its eco- 
nomic and political nexus, and (2) to 
point up some of its economic implications 
in the realm of regional power develop- 
ment and control. The first objective is in 
the area of pragmatic dimensions. The 
second, however, involves conjecture 
into a galaxy of unpredictable variables. 
Nevertheless, the existence of certain eco- 
nomic and engineering possibilities and 
probabilities and the theoretical insight 
and informed judgments of leaders close 
to the scene point to important inter- 
stitial certitudes. 

Back in 1909 the Maine legislature 
decreed that if any corporation sold hy- 
droelectric power outside the state, its 
charter would, ipso facto, be revoked. 
Although trade fences had been well 
known in colonial days under the Articles 


of Confederation, the United States Con- 
stitution, which delegated broad interstate 
commerce powers to the central govern- 
ment, promoted a national economy. The 
predominating political and economic phi- 
losophy after the Civil War, with its at- 
tendant institutional impact against states’ 
rights, likewise favored federal control of 
interstate trade. Thus, the Fernald Law, 
enacted when Maine had much undevel- 
oped hydro potential, was a regressive 
measure dating back to colonial times. 
The naive rationale, based on clearly 
chauvinistic lines, was that retention of 
power would induce new industries to 
settle within Maine in order to obtain 
cheap power. 


_ the depression of the 1930’s, 
the old trade-barrier technique which 
Maine had resurrected was once again 
popularized. Many states succeeded in 


giving their own citizens certain economic 
preferences under the guise of port of 
entry laws, quarantine and inspection 
laws, public health regulations, control 
of corporations, and protection against 
fraud.? But after 1937 a combination of 
economic and political forces militated 
against some of the states’ efforts at eco- 
nomic isolation. The return of prosperity 
and the emergence of international con- 
flict precipitated a trend toward a national 
rather than a local economy. Pressure 
groups, governors’ conferences, and other 
organizations induced legislatures to re- 
peal much of the restrictive legislation. 
Likewise, the new personnel of the United 
States Supreme Court tended to support 
national instead of state regulation. But 

2For an elaboration of this, see Lincoln Smith, 


“Can Southwestern States Limit Gas Exportation?” 
Pustic UTmzities FortNIGHTLY, August 17, 1950 p. 
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Maine remained adamant with its power 
embargo. 

In the late 1920’s, when some of the 
power companies of Maine had a great 
surplus of secondary power running to 
waste, attempts were made to secure re- 
peal of the law. The legislatures in 1927 
and 1929 passed such measures. The gov- 
ernor vetoed the first, but the second went 
to a popular referendum. The power com- 
panies are reported to have spent in 
1929, almost $200,000 in an attempt to 
secure repeal. But the voters’ verdict on 
the complex and refractory measure was 
emphatic for the maintenance of isolation- 
ism in the production and control of the 
last great natural resource of the state. 


HE subject then remained dormant 

for almost two decades. In 1947 sev- 
eral bills were introduced for the export 
of hydro. At that time they were con- 
nected inextricably with federal aid and 
public power, one of which purported to 
bring Maine into a regional power pool. 
According to estimates of the Federal 
Power Commission staff, approximately 
65 per cent of New England’s undevel- 
oped hydroelectric power is in Maine.® 


3“Memorandum on Information Requested by 
Senator Leverett Saltonstall,” Federal Power Com- 
mission, February 17, 1949. Mimeo. 


q 
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Representatives of the major power com- 
panies vigorously opposed repeal. They 
established a united front against a threat 
of public power, and the measures failed 
to gather momentum. Equally significant 
was the desire of the Maine companies to 
avoid regulation by the Federal Power 
Commission. Because of the Fernald Law, 
the Maine companies are among the few 
large utilities in the United States which 
do not participate in interstate commerce. 
Hence, they were not under the jurisdic~ 
tion of the federal commission. A New 
England power pool would have sub- 
jected the companies to another regulatory 
stratum. 

A monograph published in 1951 con- 
cluded that the Fernald Law was eco- 
nomically unsound and unconstitutional.* 
Figures were quoted from many sources 
to show that power alone is no longer a 
major factor in attracting many new in- 
dustries. Fifty years ago, when transmis- 
sion lines were in their infancy, power 
frequently was a determining ingredient 
in the location of industry. More recently, 
however, high costs for labor and trans- 
portation have relegated power to an 
ancillary status. Longer and more efficient 
transmission lines now often make it eco» 


4Lincoln Smith, The Power Policy of Maine, 
Berkeley (1951). 


“THE state of Maine is now able to sell hydroelectricity out- 
side its boundaries. The repeal of its notorious Fernald Law, 
the cardinal tenet of Maine’s power policy which prohibited 


interstate transmission of hydroelectric power for nearly half 
a century, was sanctioned by its legislature at the last session. 
Although all the immediate and long-range results of the new 
policy, which became effective September, 1955, cannot be 
evaluated at this time, the repeal will have significant economic 
repercussions within the state.” 
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nomically feasible to bring the power to 
the industry rather than the industry to 
the power. Thus, the basic economic 
premise of the Fernald Law is no longer 
tenable. 


HE legal argument, capsulized, was 

that the law constituted invalid state 
regulation of interstate commerce. Atten- 
tion also was called to recent federal court 
decisions redefining navigable streams to 
be all inclusive. The prediction was made 
that the Federal Power Commission 
would assert jurisdiction over some intra- 
state power developments in Maine on the 
basis that the dams were located on un- 
navigable tributaries of navigable streams 
and hence subject to federal control.® This 
prediction soon came true, when the FPC 
required one of the corporations to take 
out a federal license. To date, however, 
the company has been put under account- 
ing control only. 

Limited transmission and sale of sur- 
plus power to other states at the discre- 
tion of the Maine Public Utilities Com- 
mission was advocated by this writer on 
numerous occasions. It was contended 
that a genuine attempt to reconcile fed- 
eral, state, and local interests would give 
Maine more control in the long run than 
a purely selfish policy of total restriction 
which would result eventually in complete 
federal control. Almost twenty-five years 
ago one authority suggested that the court 
“might draw a distinction between abso- 
lute prohibition and the according of 
preference to local consumers.”® The Su- 
preme Court, very recently, in sustaining 


5 Ibid. Also, “Maine’s Power Embargo—How It 
May Be Terminated,” Cornell Law Quarterly, 
winter 1951. 

6Hugh L. Elsbree, Interstate Transmission of 
Electric Power, Cambridge (1931), p. 42. 


state conservation and rate regulation, 
said that “The only requirements consist- 
ently recognized have been that the regu- 
lation not discriminate against, or place 
an embargo on, interstate commerce, that 
it safeguard an obvious state interest, and 
that the local interests at stake outweigh 
whatever national interest there might be 
in the prevention of state restrictions.” 


W: now return to the economic scene. 
While the Fernald Law stood still 
on the law books for half a century, the 
economics and technology behind it were 
dynamic. In that interval, industrial in- 
terests emerged from a supplementary to 
a complementary status in the economy of 
the state. The self-sufficiency of the agri- 
cultural communities served by local 
power companies was supplanted by an 
economic and technical interdependence 
which required an expanding administra- 
tive area. This did not always coincide 
with state lines. Later, in 1927 and 1929 
the power companies developed the great- 
er portion of their current from water 
power. They had large but varying 
amounts of secondary power running to 
waste. Several more highly desirable and 
economically feasible hydro sites re- 
mained fallow because of lack of a local 
market for extra power. The companies 
claimed there was a ready market for 
this power in New Hampshire and Massa- 
chusetts which could be sold at a profit.® 
Shortly after the depression the de- 
mand curves for power within Maine 
jumped to undreamed proportions. The 
rapid extension of rural electrification 


7 Cities Service Gas Co. v. Peerless Oil & Gas Co. 
(1950) 340 US 179, 186-187, 87 PUR NS 41. 


8 They insisted it would be profitable even though 
such sale would entail the construction of new 
transmission lines at a cost of at least $5,200,000. 
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The Responsibility for Power Exports 


4 HE [nternational Joint Commission, which has jurisdiction over 

boundary waters between the United States and Canada, has the 
function of allocating the waters and the resulting power between the two 
countries. Feasible projects must be taken up separately and approved 
by both governments before initiation. It ts highly significant, though, 
that the initiative and major responsibility for new power projects in the 
entire area rest with the power companies. The decision of the Maine 
Public Utilities Commission, for example, not to seek jurisdiction over 
the export of hydroelectricity, placed ultimate responsibility on the man- 

agement of the corporations.” 








(mostly under private auspices), greater 
industrial demand from both large and 
small companies, and a more widespread 
use of electrical appliances in the village 
and on the farm required the construc- 
tion of new storage reservoirs and the de- 
velopment of several new sites. Much of 
the demand was for firm and dependable 
power, a category for which hydroelec- 
tricity is not noted. Hence, the power 
companies had to construct modern and 
efficient steam plants. Sometimes these 
were used as auxiliaries to “firm up” the 
hydro, but at certain rather frequent 
times of the year the companies had to 
rely upon steam and oil for the major 
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part of the current sold. Maine, which had 
been listed for many years as a state with 
great undeveloped hydroelectric resources, 
soon became a “have-not” hydro state. 
The situation gave an impetus to the 
campaign for the Quoddy tidal power 
project. 

During the serious drought of 1947, 
power was rationed in the northern coun- 
ties. In the emergency the Navy sent two 
destroyer escorts to Portland, whence, by 
relay, power was generated and fed into 
the north. On appeal of the governor, 
Canadian mills arranged a complicated 
system of transferring some power into 
Aroostook county. 
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_ emergency of 1947 focused at- 
tention on the obsolete character of 
Maine’s power particularism and isola- 
tionism. The power companies of the 
other five New England states have had 
interconnections for many years, and in 
some sections well-integrated systems 
exist regardless of state lines. While the 
Maine companies are interconnected and 
co-operate with each other, the Fernald 
Law precluded mutual co-operation with 
sister companies in adjacent states and 
provinces. 

In 1947 some power was import- 
ed from the Province of New Bruns- 
wick, and shortly thereafter Maine went 
into a Fernald Law “reverse” by estab- 
lishing a connection with New Hampshire 
companies for the importation of elec- 
tricity when needed. Maine, however, 
could not reciprocate in the event of emer- 
gencies sustained by its neighbors. 

For almost three decades numerous 
state and federal leaders have argued that 
New England is a natural region for the 
production and exchange of electricity. 
Numerous officials, including a few from 
Maine, have looked askance at the 
power embargo law. A staff report of the 
Federal Power Commission and several 
studies and conferences of the New Eng- 
land Council, and especially of its com- 
mittee on power, have pointed to some 
economies which could be effected by ex- 
changes of power. The New England 
Governors’ Conference has also concluded 
likewise. Since the usual periods of high 
water on many of the rivers of New 
England seldom occur simultaneously, five 
states have been able to profit, on numer- 
ous occasions, by mutual exchanges. The 
Maine companies, however, were required 
by law to be self-sufficient. So they had to 


keep obsolete and expensive stand-by 
equipment in reserve. Attempts have been 
made to bring Maine into a regional 
power compact and to participate other- 
wise in a regional power pool according 
to the natural geography and ecology of 
the area. In addition, some natural econ- 
omies would be offered by similar ar- 
rangements between Maine and the Cana- 
dian Province of New Brunswick. These 
were studied on numerous occasions by 
the International Joint Commission be- 
tween the United States and Canada, 
which has jurisdiction over the interna- 
tional waters.? And in recent years the 
hydro possibilities on the international 
boundary rivers have assumed an increas- 
ing degree of interest and importance.”® 


. seems clear, then, that the 50-year-old 

Fernald Law was, by 1955, economi- 
cally and technologically obsolete not only 
for Maine but also for outlying areas. 
Greater economies in production and sav- 
ings to ratepayers depend not only upon 
efficient management but also upon a free 
flow of power over large administrative 
areas. Internally, even if power could help 
to industrialize a state once upon a time, 
the new economic setting, alternative 
sources of supply, and significant changes 
in the factors which determine the loca- 
tion of large and small industries over the 
years made the Fernald Law impotent in 
attracting industry. Yet change of a long- 
revered power policy in a presumably 
conservative and stolid state like Maine 
occurs when competent leaders who have 
the confidence of the rank and file pave 


9Its administrative jurisdiction is well analyzed 
in C. J. Chacko, The International Joint Commis- 
sion between the United States of America and the 
Dominion of Canada, New York (1932). 
aa For example, Portland Press Herald, April 15, 
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the way. In this case, the leaders acted 
judiciously and yet emphatically. 


N 1954 the voters of Maine elected Ed- 
mund S. Muskie their first Democratic 
governor in twenty years. Although sev- 
eral Republican governors previously had 
favored repeal, the new governor made it 
a major issue. In his inaugural address, he 
stated : 


There is no sound reason to continue 
this isolationist doctrine which prevents 
the integration of our power needs and 
resources with those of our natural 
economic partners—the neighboring 
New England states and Canada.” 


He further stated that repeal would 
serve at least two purposes: 


1. Integration of our power system 
with those of our neighbors would en- 
able us to export surplus power in pe- 
riods of good water flow and to draw 
on their systems when we are con- 
fronted with a deficiency. This could 
very well reduce the necessity for heavy 
investment in new installations to sup- 
plement existing facilities in the areas 
thus affected. As a result, the pressure 
for increases in rates to support such 
investments would be reduced. 


11“Jnaugural Address of Governor Edmund S. 
Muskie,” January 6, 1955. 


¢ 
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2. The economic feasibility of devel- 
oping such sites as the St. John river 
may well hinge on whether the power 
thus made available can be transported 
into the Canadian market. The im- 
portance of such a development to the 
economy of northern Maine seems ob- 
vious. 


. pe Senator Lessard (Democrat) 

filed a bill for unconditional repeal of 
the Fernald Law, as part of Governor 
Muskie’s legislative program. Another 
measure, introduced by Representative 
Bean (Republican), purported to permit 
power companies to export power so long 
as the amount of steam or diesel power 
they generated or bought exceeded the 
amount exported. Furthermore, the pro- 
posed limited transmission would require 
the prior approval of the public utilities 
commission. Although the latter bill re- 
ceived some rural support and a vice presi- 
dent of the Central Maine Power Com- 
pany spoke for it, conditional repeal did 
not attract much attention. 

Sumner T. Pike, chairman of the Maine 
Public Utilities Commission, and former 
commissioner on the Securities and Ex- 
change Commission and commissioner on 
the Atomic Energy Commission, provided 
energetic leadership for outright repeal. 
In a number of speeches, he exposed many 


“THE fact that the enumerated and reserved powers of federa!- 
ism are reversed between Canada and the United States is only 
ancillary. Much of the co-operation for international power 


will be between the private companies of Maine and the New 
Brunswick Electric Power Commission, which is a public pow- 
er organization. There is much affinity between the two rival 
ideologies in this case, however. The major objective is to 
produce jointly more power at less cost to each.” 
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of the fallacies behind the politics and 
economics of the Fernald Law. It was a 
salient example of an able and well-known 
public official whose intimate knowledge 
of the subject matter enabled him to make 
a positive and continuing contribution to 
the formulation of wise public policy. It 
likewise was significant for the chairman 
of a state regulatory agency to participate 
not only in the public planning process 
which is advisory, but also to have that 
advice congeal and be enacted into the new 
power policy of Maine. To students of 
public administration his appeal for out- 
right repeal has still another significance. 


M* PIKE and his commission showed 
administrative self-restraint and no 
thirst for additional power in advocating 
unconditional repeal. Had the legislature 
delegated to the regulatory commission 
discretion to authorize transmission of 
surplus power only, the commission would 
have had a powerful political and eco- 
nomic weapon to wield. They did not seek 
this potentially great increment of juris- 
diction for themselves. 

Speaking for the Maine Public Utili- 
ties Commission at the hearing before the 
committee on public utilities of the Maine 
legislature, Chairman Pike said in part: 


The principal concept on which the 
[Fernald] act was based was that we 
had a great excess of water power 

- which would be easily available at quite 
low costs. That idea seemed tenable in 
1909 and perhaps so until the late 
twenties or thirties, but our use of pow- 
er in Maine has grown so rapidly that 
during the last ten or fifteen years all 
of the larger utilities have been forced 
to build large steam, diesel, or gas plants 
to fill in the periods when river flow 
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was low, and particularly in periods of 
extreme drought. ... 

Whatever the original idea of the 
law was, it seems that it is outmoded. 
If there was ever any real good reason 
for it, it seems to have disappeared. The 
notion that people will come running 
into the state to get cheap power does 
not seem to have worked out. As a 
matter of fact we no longer have cheap 
power.... 

Again we think the Fernald Law 
serves no present purpose for the state, 
that it is a net detriment to our econ- 
omy, and should be repealed. 


hers major bill came out of committee 

with two reports—the majority to re- 
peal the law, and the minority for repeal 
with a referendum going to the people. 
The majority report was accepted over- 
whelmingly. It was pointed out that a 
referendum did not occur when the statute 
was passed in 1909, and that attaching one 
for repeal would simply pass the buck and 
enable legislators to shirk their responsi- 
bility.* One opponent countered that a 
referendum was in order because voters 
in 1929 by referendum expressed prefer- 
ence for the law.” 

The legislative debates showed that the 
lawmakers grasped the principal issues in- 
volved, though nothing new was injected 
into the discussions. One opponent of the 
measure, Representative Cyr, was a mem- 
ber of the legislative committee which con- 
sidered the embargo law when it was 
passed in 1909. The major views he pre- 
sented, in a discursive speech which illus- 
trated a static philosophy and suspicion to 
change, were that Maine’s present lack of 


12 Maine Legislative Record, 1955, p. 1,311. 
13 Jbid., p. 1,414. 
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Maine’s Hydro Possibilities 


~— hydro potentiality of the St. John river basin, which includes 

territorial and boundary waters of the United States and Canada, 
has been studied by the International Joint Commission, but the results 
have not yet been made public. Unofficially, full hydro development of 
the river on both sides has been estimated at $225,000,000. A development 
of about 230,000-kilowatt capacity is possible in northern Maine at the 
Rankin’s Rapids dam. With full storage development in Maine, Quebec, 
and New Brunswick, 376,400 horsepower is considered the potential between 
Grand Falls, New Brunswick, and Fredericton, the provincial capital.” 








surplus power proved that fifty years of 
the Fernald Law enabled Maine to hold its 
industries and bring in new ones. He 
quoted from a 1909 speech: “If we allow 
the electricity to go beyond the state of 
Maine that the state of Maine in the 
future would remain to be a powerhouse 
and a transmission line.””* And then he 
asked : “What is the need of repealing the 
law to allow us to transport electricity 
outside of the state if we have not got 
a 

While his colleagues treated the veteran 
legislator with great respect, sentiment 

14 Jhid., p. 1,416. 

18 Tbid., p. 1,417. 
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and tradition yielded to reason when the 
decision was made in each house. The 
legislative debates, however, probably did 
not influence many votes; all the argu- 
ments had been aired before the voting 
occurred. 


1955 the major power companies fa 

vored repeal, but disagreed on its being 
absolute or conditional. This split on the 
issue helped to preclude the emotional pro 
and contra corporation arguments which 
had beclouded the power issues in Maine 
for the past twenty-five years. 

It now remains to consider some of the 
anticipated results of Maine’s new power 
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policy. Shortly after the law was repealed, 
W. F. Wyman, president of the Central 
Maine Power Company, made this ob- 
servation : 

With the removal of this [embargo] 
restriction, it will be possible for the 
company to make effective use of its 
emergency interconnection with Public 
Service Company of New Hampshire, 
which, in turn, is tied in with the New 
England Power Pool. While the ulti- 
mate extent of such interchange cannot 
be specifically evaluated at this time, it 
should benefit company operations both 
in respect to the energy interchanged 
and the company’s reserve generating 
capacity requirements.”* 


Regarding interconnections, Commis- 
sioner Pike said: 

In other parts of the country, neigh- 
boring companies consult each other 
and instead of putting up big new plants 
at the same time, and each having some 
excess capacity, one will put one up this 
year, let his neighbor use from its excess 
for awhile, and then the other one will 
do the same thing, thereby sort of leap- 
frogging the thing, and keeping the net 
over-all investment down. 


In Maine, though, the power self- 
sufficiency imposed by the Fernald Law 
forced the corporations to keep several 
old nearly obsolete plants in running con- 
dition for emergencies. Some of these will 
now be eliminated. He also detailed a plan 
for better power co-ordination on the 
interstate Androscoggin river. A new 
transmission line from Lewiston, Maine, 
to Berlin, New Hampshire, would feed 
power up north during the heavy spring 


16 Letter to the stockholders of the Central Maine 
Power Company, Augusta, Maine, June 30, 1955. 


flow, and enable much of the excess water 
to be stored in the Rangeley Lake region, 
to be used later in the year for the mutual 
benefit of consumers in both states. He 
estimated that the additional power might 
be equivalent to a new plant of 30,000- 
40,000-kilowatt capacity. 


HE most important change, however, 

will be in relation to Canada. L. H. 
Alline, president of the Maine Public 
Service Company, which produces some 
of its power in New Brunswick, sounded 
the keynote here. “It seems unfair to have 
a fence along the border,” he said. “It is 
not reciprocity with our neighbors.”?” 
Moreover, the way is at last clear for 
scientifically complete development and 
utilization of the St. John river basin. 
Benefits may be expected to accrue to all 
the Maritime provinces as well as to 
Maine. 

The hydro potentiality of the St. John 
river basin, which includes territorial and 
boundary waters of the United States and 
Canada, has been studied by the Inter- 
national Joint Commission, but the re- 
sults have not yet been made public. Un- 
officially, full hydro development of the 
river on both sides has been estimated at 
$225,000,000. A development of about 
230,000-kilowatt capacity is possible in 
northern Maine at the Rankin’s Rapids 
dam. With full storage development in 
Maine, Quebec, and New Brunswick, 
376,400 horsepower is considered the po- 
tential between Grand Falls, New Bruns- 
wick, and Fredericton, the provincial capi- 
i* 

The waters of the St. John have been 


17 Kennebec Journal, Augusta, March 16, 1955. 
All quotations from Commissioner Pike are from 
a copy of his speech at the hearing the previous day. 

18 Portland Press Herald, April 15, 1955. 
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tapped with isolated projects.?® Inasmuch 
as there is much flash flow in the river, 
considerable storage is essential to obtain 
maximum efficiency. This can be achieved 
only by full co-operation of the govern- 
ments and power companies on both sides 
of the border. Mutual power exchanges 
are prerequisites for this co-operation, but 
in years past the Fernald Law limited this 
to a one-way route. At last, the legal ob- 
stacle to technically efficient power pro- 
duction has been eliminated. 


HE International Joint Commission, 

which has jurisdiction over boundary 
waters between the United States and 
Canada, has the function of allocating the 
waters and the resulting power between 
the two countries. Feasible projects must 
be taken up separately and approved by 
both governments before initiation. It is 
highly significant, though, that the initia- 
tive and major responsibility for new 
power projects in the entire area rest with 
the power companies. The decision of the 
Maine Public Utilities Commission, for 
example, not to seek jurisdiction over the 
export of hydroelectricity, placed ultimate 
responsibility on the management of the 
corporations. Hence, the bulk of the plan- 
ning and forecasting of power demand 
and supply rests with the business-man- 
aged companies. 

In some respects the international as- 
pects of power production are still com- 
plicated. The IJC does not communicate 
with the states and provinces; its reports 

19 A $40.000,000 hydroelectric plant was started 
this year. The 135,000-horsepower Beachwood proj- 
ect is feasible without storage facilities farther up- 


river. See, Annual Report of the New Brunswick 
Electric Power Commission, 1955. 


go directly to the State Department of the 
United States and to Canada’s Depart- 
ment of External Affairs. They, in turn, 
relay the reports to the subordinate gov- 
ernments. Nevertheless, over the years the 
composition of the IJC has enabled it to 
function with a minimum of red tape. 

Then there are other cumbersome but 
not insurmountable difficulties for the pro- 
duction of Maine-New Brunswick power. 
The fact that the enumerated and reserved 
powers of federalism are reversed between 
Canada and the United States is only 
ancillary. 

Much of the co-operation for inter- 
national power will be between the 
private companies of Maine and the New 
Brunswick Electric Power Commission, 
which is a public power organization. 
There is much affinity between the two 
rival ideologies in this case, however. The 
major objective is to produce jointly more 
power at less cost to each. The markets 
and territories served by each are mutually 
exclusive. Because they are under differ- 
ent political jurisdictions in the matters of 
taxes, regulation, and control, they are not 
competitors in the usual public-private 
power controversy. 


” the final analysis, repeal of Maine’s 

Fernald Law provides a legal release 
from an artificial trade barrier between 
states and neighboring provinces. This re- 
lease invites the power companies to act 
according to freedom of contract to pro- 
vide, unhampered, new sources of supply 
for the constantly increasing demand of 
customers in northern New England and 
the Maritime provinces. 
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Public Relations Start 





at Home 


There have been published a number of articles about 

public relations programs from the standpoint of busi- 

ness-managed public utilities. By way of variety, here 

is an article on the same subject from an official of one 

of our leading and more successful municipally owned 
public utilities. 


By E. A. COMBATALADE* 


ost of us are familiar with the old 

fable about a group of blind peo- 

ple who went to “see” an elephant. 

We can recall how one blind person felt 

the elephant’s trunk; another, the tusks; 

another, the elephant’s tail; and another, 

the ears. Thus, they all “saw” an elephant 

but certainly with radically different per- 
spectives. 

So it is with public relations. The in- 
dividual’s interpretation of the term is 
based on his personal experience and 
capabilities. What a diversified discussion 
would take place if each of us could pre- 
sent his own concept of public relations. 

All would agree, however, that during 
the past several years, business has become 
increasingly aware of the importance of 
good public relations. Staff specialists 
have been employed; books have been 

*Director of public relations, Sacramento Mu- 
nicipal Utility District, Sacramento, California, For 


additional personal note, see “Pages with the 
Editors.” 


written; courses have been added to col- 
lege curriculums; societies have been 
formed; and experts in the field have at- 
tained professional status. 


Public Relations Defined 


WwW is public relations? To me it has 
three aspects: a definition, the essen- 
tials of a program, and, most important, 
it starts, like charity, at home. That is to 
say, it starts with us, as individuals. 
Webster defines public relations as: 


The activities of an industry, union, 
corporation, profession, government, or 
other organization in building and 
maintaining sound and productive rela- 
tions with special publics such as cus- 
tomers, employees, or stockholders, and 
with the public at large, so as to adapt 
itself to its environment and interpret 
itself to society. 


With all due respect to Mr. Webster, 
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this is highly abstract and has no particu- 
lar workaday practicality for most of us. 
Moreover, the lexicographers utilize in 
this definition the very words they are 
defining. 

The Civil Aeronautics Administration, 
a large governmental agency, explains 
public relations as: 


You are the CAA. The public judges 
our organization by the individual with 
whom it has contact. Therefore, what- 
ever you do and however you act rep- 
resents to the public the attitude of our 
organization. 


This is, obviously, a more practicable 
interpretation than that quoted from 
Webster. 

The Union Electric system of Missouri, 
a private utility serving more than 2,000,- 
000 people in and about St. Louis, tells its 
employees this: 


There are no words, no devices with 
which to convince people that we are a 
good organization to do business with, 
if they do not find this out through their 
own personal experience. 


- will be noted that there is one thing 

common to each of the above; 1.e., pub- 
lic relations has to do with people and par- 
ticularly the interrelationships of people. 
Here is what we, at the Sacramento Mu- 
nicipal Utility District, believe: 

The public relations of an organiza- 
tion is the composite of all the actions 
of all the members on all the community 
all of the time. 


This, we feel, is a thoroughly compre- 
hensive and an easily comprehensible 
definition. Certainly an organization is 
precisely what all of its members contrib- 
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ute in service at all times to all of the peo- 
ple with whom they come in contact. 


[" us think for a moment of some firm 
that we have patronized and espe- 
cially why we liked or disliked that firm. 
I am sure that nearly all of us would say 
that it was the way we were treated by the 
members of the firm that gave us the im- 
pression we now have. After all, if it: 
doesn’t happen to you, as far as you're 
concerned it hasn’t happened! Although 
it is not right or objective to judge an en- 
tire organization by what on> or a few 
members may do or say, the fact is that is 
just what people do. As a matter of fact, 
people do not have the time for any ex- 
tensive sampling of courtesy, efficiency, or 
considerateness. First impressions are 
often final impressions. Indeed, the ad- 
verse or favorable opinion of an entire na- 
tion may be formed by a person’s reaction 
to the one national of that country with 
whom he may have come in contact. 

To get an accurate concept of public re- 
lations, it is imperative that we realize 
that although we are paid for what we do 
from 8 A.M. to 5 p.M., what we do from 5 
P.M. to 8 A.M. is often more important. 
How often has each of us had the experi- 
ence of being asked at a social gathering 
about our organization, to find at a later 
date that we have been quoted by the ques- 
tioner with a remark something like this: 
“Joe Doaks himself told me, and I guess 
he ought to know—he works for the out- 
fit.” 

Sometime ago the General Motors Cor- 
poration released a brochure to all of its 
employees as well as its customers. In this 
brochure was a verse written by Edgar A. 
Guest. It is found in his book, Today and 
Tomorrow, published in 1942 by Reilly & 
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Lee Company, Chicago, Illinois. I men- 
tion it as an excellent interpretation of 
good public relations. 


A Public Relations Program—Its 
Three Components 


nw let us go on to the second phase 
of the discussion—a public relations 
program. Every business, be it comprised 
of one man or thousands, has a program— 
whether they know it or not—for we are 
social beings. Yet we seldom realize the 
tremendous significance of public rela- 
tions and just continue to take them for 
granted. Taking them for granted may 
have the same unpleasant result that tak- 
ing people for granted does—ioss of their 
good will and co-operation. Hence an ac- 
tive public relations program is the very 
lifeblood of every organization. 

The program has three major parts. 
The first is employee relations. Simply de- 
fined, this is: ““You and your fellow em- 
ployees in a happy, healthy environment.” 
By healthy, I do not mean free from dis- 
ease alone. I mean healthy from the stand- 
point of thoroughly satisfactory equip- 
ment to accomplish each organizational 
mission. Employee relations are the very 
essence of any public relations program. 
Good employee relations include such 
things as wages commensurate with those 
for similar jobs in the area; usual number 


q 
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of holidays; candid and congenial employ- 
er-employee relationship; employee pe- 
riodical; sick leave; retirement, etc. Even 
coffee breaks are important. When em- 
ployees fail to speak well about their firm, 
they are quite obviously doing an ineffec- 
tual job of selling its products or dispens- 
ing its services. Employees who feel that 
they are not being treated properly are cer- 
tainly not going to represent favorably 
their organization to the public. One has 
only to recall the unpleasant impression he 
may have had when he heard an employee 
speak poorly of his company to realize 
how true this is. 


. I ‘HE second part of a public relations 
program is customer relations. Cus- 
tomer relations is: 


The efficiency with which the service 
policies of the company are executed by 
its employees taken in conjunction with 
the customer reaction to the carrying 
out of these policies. 


Customers, obviously, are rather impor- 
tant people. Reflect for a moment on what 
business would be if it did not have cus- 
tomers! Yet some of the things that em- 
ployees say about them—about the very 
people who make their jobs possible— 
could, if the situation were allowed to con- 
tinue, prove disastrous. We have all had 
someone come to us, at one time or an- 


“Every business, be it comprised of one man or thousands, has 
a program—whether they know it or not—for we are social 
beings. Yet we seldom realize the tremendous significance of 


public relations and just continue to take them for granted. 
Taking them for granted may have the same unpleasant result 
that taking people for granted does—loss of their good will 
and co-operation. Hence an active public relations program is 
the very lifeblood of every organization.” 
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other, for professional or business serv- 
ices, and that day or the next we may have 
gone to him seeking his distinctive service. 
How would we like to be treated? Well, 
certainly, that should be an excellent 
working standard for the way we should 
treat him. Yes, the practice of the Golden 
Rule and the full realization that custom- 
ers are human are keys to good customer 
relations. 


HE third part of a public relations 

program is called community rela- 
tions. This final element may be described 
as follows: 


Community relations comprises the 
total impact—both physical and moral 
—of the organization as a whole on the 
life of the community. 


This is based on the sound philosophy 
that individuals owe a debt to their com- 
munity. The community in which we live 
is the good place that it is because of what 
others have done before us. We are all 
indebted to the cumulative effort of every- 
one who has wrought and toiled before us, 
and each has the responsibility not only to 
pass on this heritage of achievement but 
to augment it for posterity. We are earn- 
ing a living, raising our families, enjoying 
life, and therefore we have the responsibil- 
ity of adding our bit to make our com- 
munity an even better place. The Good 
Book constantly reminds us of the inevi- 
table laws of reciprocity in such texts as 
“Give, and it shall be given to you.” Notice 
that the give comes before receiving. We 
all know of individuals and businesses 
that do nothing but take out, never put- 
ting anything back into the community. 
This, of course, is extremely selfish and 
ungrateful and not conducive to a healthy, 
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normal society. Firms can fulfill their ob- 
ligation in many ways: by lending their 
employees’ time to worthy causes; by vol- 
unteering their equipment; by giving 
money; and by many other means. Yes, 
all of us, whether as individuals or as con- 
cerns, owe a debt to our community for 
giving us the opportunity to enjoy the 
good life. 


You and Public Relations 


t bes third and most important aspect 
of public relations is you. You have 
noticed that the major ingredient of the 
definitions as well as of the program that 
we have been discussing is people. People 
are the only important things in this 
world. Yet this inescapable fact is not 
often realized. What a strange world it 
would be without people! What a strange 
world this was after the fifth day of crea- 
tion! A planet was created with every 
form of plant, animal, and mineral but 
with no human beings to give it all a 
meaning. 

You, as one of these people, are the 
most important thing in the world. As 
people, all of us have as our aim in going 
on living in this world, the attainment of 
personal happiness. A man’s right to life, 
liberty, and the pursuit of happiness is a 
tenet of all western civilization—indeed, 
of any civilization worth the name. Each 
of us has a different set of values for his 
happiness. One may think that it comes 
from being governor of his state; another 
may have as his goal a luxurious auto- 
mobile; another, perhaps, a large family; 
still another, to be the head of his firm; 
and so on. 

Each of us has his own life’s goal, 
which constitutes happiness in his own 
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Ideals Which Underlie Public Relations 


‘ ft iow is another public relations indispensable. I do not mean 

tolerance as applicd to race and religion, but just the litile tolerances 
that must be exercised in spending hours with people at desk length. We 
all have idiosyncrasies. We can be patient with those of others. They, 
too, have rights and privileges. Public relations have a height, breadth, 
and depth as great as the scope of humanity itself. There 1s one point, 
however, that transcends all others. It is sincerity. It is the summation 
of all decency; it is the basis of all trust and security, it is that which we 

value most in our friends.” 





eyes. It is not any one isolated fact 
or circumstance that makes us happy, but 
the cumulative result of a lot of little 
pleasant experiences and these enjoyed not 
selfishly nor isolatedly but in the friend- 
ship and companionship of others. This is 
nothing but an aspect of public relations. 


wo of us spend more than one-third 

of our adult lives at our vocations. 
A lot of us may think that we work only 
from eight to five, with an hour off for 
lunch. Well, isn’t it actually much more 
than that? It takes a considerable time 
for most people to get from their homes 





to their jobs. Moreover, while getting 
dressed in the morning, many of us think 
of what we have to do that day. Later, 
during the noon hour, what happens? 
Usually we will lunch with fellow workers 
or business associates. What do we talk 
about? Generally, it is something in con- 
nection with our jobs or, let’s face it, about 
some other employee. Again, we have to 
devote the time to the trip home after 
quitting time. Besides this workday pre- 
occupation, how many of us must go on 
thinking about our work during the week 
end and, yes, sometimes even while tossing 
at two or three in the morning? Hoping 
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that not many wives will read this, I might 
mention that many businessmen must 
spend more time with their secretaries 
than they do with their wives! In effect, 
we spend more time with our business and 
organizational associates than we do with 
our loved ones. 

Now, then, if our goal is happiness, does 
it not follow that we should make this 
working third of our life a happy experi- 
ence? Wouldn’t it be horrible on the Day 
of Reckoning to have to admit that we 
wasted one-third of our life not really 
living but just making money? 


H™ can we prevent this waste? Each 
of us at some time or other is re- 
quired to take inventory for his firm, 
whether daily, monthly, or annually. 
Why? Such inventory is for the sole pur- 
pose of seeing how we are doing—check- 
ing on our progress towards a successful 
business. If, in the process, we find some- 
thing that will not lead to success, we im- 
mediately make the needed adjustment. 
Yet, how many people, who are essential 
to their firm and the most important be- 
ings in the world to themselves, actually 
take their own inventories to thus check 
on progress towards the goal of happi- 
ness? If it is mandatory for the firm, it 
ought to be mandatory for the individual 
—the all-important component of that 
firm. 

There are many ways of taking in- 
ventory on ourselves. But we must be 
honest and forthright. We cannot ra- 
tionalize. 

In our inventory we must include hu- 
man relations, because we work in close 
proximity with other human beings. Let’s 
apply Newton’s law of inertia to human 
relations. (It always seemed to me that he 
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was talking about anything but inertia 
when he established this law.) Newton’s 
law in effect says that every action precipi- 
tates an equal and opposite reaction. Every 
action on the part of one human being 
causes a reaction on the part of those af- 
fected by that act. Sometimes it may not 
seem to be equal or opposite, but it cer- 
tainly is a reaction. 


H™ are some suggestions that cause 
proper reactions and an immeasura- 
ble increase in happiness. First among 
these is a smile. Physiological experts tell 
us that it takes some 16 or 17 muscles to 
smile, but it requires some 55 or so to 
scowl. 

The terrific contrast in both the econ- 
omy of movement and the gain in 
friendly human relations is obvious! How 
many people are there who like to do 
things the hard way! A smile is very con- 
tagious. Have you ever tried to be difficult 
or demanding with a person who has a 
pleasant smile? Since we are going to 
spend the day with our fellow employees, 
how much more pleasant it will be if we 
smile at them instead of scowl! It has 
been said that we are not properly dressed 
for work until we put on a smile. All of 
us have mornings when we feel grumpy— 
just one of those days when perhaps we 
should have “stood in bed.” It so happens, 
however, that while dressing we are con- 
fronted by the mirror. It never lies, it al- 
ways sets truth in sharp perspective. On 
those mornings when we feel that way, 
why not smile at ourselves? It may seem 
a bit difficult at first, but we cannot blame 
the mirror. The smile pays off and with 
big dividends, if we learn to smile all over 
—not just with the lips. A smile can be 
understood in any language. 





PUBLIC RELATIONS START AT HOME 


|. mere invaluable asset in our day- 
to-day living as easily managed is a 
friendly “hello.” This is another of the 
good things in life that is absolutely free. 

Some folks will fail to reply to a cheery 
“hello.” Instead they carry a look that 
seems to say, “As soon as you leave or 
die the better I will feel about it.”” Or does 
their manner seem to exclaim: “Do I have 
to look at you again?” But the hello is a 
friendly, invigorating salutation which 
will get results eventually. Even Scrooge, 
himself, would respond sooner or later. 
Hello carries with it no monotony. It is 
as new and zestful now as it was when 
first uttered. Its efficacy in dispelling 
gloom and injecting a spirit of fellowship 
among all within earshot is especially ef- 
fective if the one who says it happens to 
be the boss. Bosses are very important 
people. It is nice to be important, but it 
is much more important to be nice. 

Extremely important to good public re- 
lations is the deft use of people’s names. 
One’s name—one’s good name—is each 
person’s most treasured possession. If 
someone were suddenly to ask us who we 
are, we would doubtless repeat our names. 
It is instinctive. You are a name—you are 
the personality identified by that name. 
You are not a size, a complexion, nor a 
number. 


q 


& 


If you are blessed with children, 
the most valuable thing you can leave 
them is a good and honorable name. You 
may be doing them no lasting favor by 
leaving large quantities of material things, 
but certainly you will provide them with 
a good start to happiness and true success 
in bequeathing to them a good name. 
There is no sweeter music to our ears than 
our own name properly pronounced and 
in a good connection. 


a I had a little unpleasant ex- 
perience in connection with my own 
name. I telephoned to the office of a prom- 
inent attorney in our community. His new 
secretary did not recognize my voice. 
When she said he was out, I asked the 
young lady to have him call Ed Com- 
batalade. She said something like this: 
“W ha tttt?” So I repeated, “Ed Com- 
batalade,” and she then said: “Can you 
spell that?” Desiring to help train my 
friend’s new secretary in secretarial 
amenities, I informed the young lady that 
I had been spelling it for years and felt 
that I could spell it just once more. Since 
questions seemed in order, I suggested 
that I have the privilege of a couple of 
my own. First, did she have pencil and 
paper handy? You know, in this type- 
writer-ridden world most secretaries do 


“THE community in which we live is the good place that it 
is because of what others have done before us. We are all 
indebted to the cumulative effort of everyone who has wrought 


and toiled before us, and each has the responsibility not only 
to pass on this heritage of achicvement but to augment it for 
posterity. We are earning a living, raising our families, en- 
joying life, and therefore we have the responsibility of adding 
our bit to make our community an even better place.” 
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not. Second question, could she write? It 
was all as legitimate as asking me if I 
could spell my own name. By that time 
the young lady was stammering and 
apologizing. I told her it wasn’t a bit 
necessary, that my name was unusual; 
however, it was an honorable one and that 
I do my best to keep it that way. 

Yes, names are important. When doing 
business with a customer it is well to use 
his name. Use it often, and use it correctly. 
No one will ever take offense at your ask- 
ing him to spell his name. In effect, you 
are complimenting him by wanting to 
know exactly how it is spelled and pro- 
nounced. 


| one, priceless asset that costs abso- 

lutely nothing is courtesy in day-to- 
day living. How many of us go home in 
the evening and berate or even paddle our 
children for not saying “please” and 
“thank you” and so on. Yet adults con- 
stantly neglect these little but very im- 
portant matters. Courtesy is truly con- 
tagious, and we should immediately start 
an epidemic. The author of the following 
is unknown to me: 


I am a little thing. I cost nothing. 
I am worth more than gold to you. The 
more you use me, the more you have. 
I unlock doors, open hearts, dispel 
prejudices. I make friendships. I inspire 
respect and admiration. I am always 
welcome. I bore nobody. I violate no 
law. No one condemns me. I am pleas- 


ing to everybody. I am indispensable. 
I am courtesy. 


Tolerance is another public relations 
indispensable. I do not mean tolerance as 
applied to race and religion, but just the 
little tolerances that must be exercised in 
spending hours with people at desk length. 
We all have idiosyncrasies. We can be 
patient with those of others. They, too, 
have rights and privileges. 

Public relations has a height, breadth, 
and depth as great as the scope of hu- 
manity itself. There is one point, however, 
that transcends all others. It is sincerity. 
It is the summation of all decency; it is 
the basis of all trust and security; it is 
that which we value most in our friends. 
Our smile must be sincere; our hello must 
be sincere; we must be sincere in our 
courtesies and tolerances. To me—and I 
am sure we all share the feeling—it is the 
measure of the value of every human 
action. 

It is that which gives one’s pledged 
word its value and is the very heart beat 
of all human relationship whether this be 
between individuals or nations. 


N the final analysis, public relations is 

not just an intangible cliché. It is an 
indispensable principle underlying the 
sound operation of any business. Its 
proper use can be measured in good will 
and economic gains. The extent of these 
gains depends on you—for you are public 
relations. 





& —. nationalized railroads are testing a system for heating 
waiting rooms of small stations—at the passenger's expense. 

Gas and electric heaters, controlled by coin slots, are being installed 

in three wayside stations. For one penny a passenger will get about 
ten minutes of warmth.” 


—Excerpt from Chicago Daily Tribune. 
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Washington and 


the Utilities 


Gas Bill Maneuvering 


AX opposing sides maneuvered for posi- 
tion, the Democratic leadership in the 
Senate was expected to take up, during the 
latter part of January, the controversial 
Fulbright Bill to amend the Natural Gas 
Act. Even before debate got under way, 
preliminary sparring from both sides indi- 
cated that a nip-and-tuck parliamentary 
battle was in prospect as opponents of the 
bill planned to wear down the support by 
amendments and debate. 

One of the earliest amendments to ap- 
pear in the Senate came from a representa- 
tive of a coal-producing state, Senator Kil- 
gore (Democrat, West Virginia), who 
said he took no direct stand on the Ful- 
bright Bill to exempt gas producers from 
FPC control. Kilgore’s amendment, how- 
ever, would require the FPC to “give ef- 
fect to sound principles of conservation in 
the administration of this act.” Although 
innocuous on the surface, Kilgore’s amend- 
ment—if approved—could upset the time- 
table of the Senate leadership, which wants 
to get the bill approved as quickly as pos- 
sible. 

Senator Kilgore said his amendment 
would be designed to correct “certain de- 




















ficiencies” in the measure, sponsored by 
Senator Fulbright (Democrat, Arkansas). 
Noting that the bill would make additional 
gas available for distribution, Senator Kil- 
gore said his conservation amendment 
would “make certain that the small re- 
serves left are not dissipated against the 
best interest of the public.” The Senate 
Democratic leadership is believed anxious 
to get the bill through without any amend- 
ments to avoid another House battle in a 
presidential election year. The bill would 
have to go back to the House if it is 
amended. 


N opponent of the bill told a meeting 

of gas distribution companies in 
Washington on January 9th, that consum- 
er price of natural gas will “soar and 
soar” if the Senate passes the Fulbright 
Bill. He was Chairman H. Lester Hooker 
of the Virginia State Corporation Com- 
mission. Hooker shared the speaker’s 
platform with Senator Wiley (Republi- 
can, Wisconsin) in the meeting of gas 
companies which are trying to beat the 
bill. Senator Wiley said: “We definitely 
do not have a margin of superiority to 
defeat the bill” but “Senators who are un- 
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committted will swing the vote either 
way.” 

“States’ rights and private enterprise 
are not issues in this bill,” as the propo- 
nents of the legislation argue, Hooker 
said. “This is an interstate problem. Now 
that people have invested their money in 
natural gas equipment, the producers want 
to take advantage of it and increase their 
costs,” he stated. 

Monroney’s “Publicity” Bill 

| atailagr ome of the Fulbright Bill, Sen- 

ator Monroney (Democrat, Okla- 
homa), drew fire from the opposition 
when he introduced a bill which he said 
was designed to show the true cost of nat- 
ural gas service in the District of Colum- 
bia. Aimed at the Washington Gas Light 
Company, Monroney’s bill was not an 
amendment to the Fulbright Bill, but a sep- 
arate measure which was referred to the 
Senate District of Columbia Committee. 
As this committee functions under the 
chairmanship of Senator Neely (Demo- 
crat, West Virginia), a likely critic of the 
Fulbright Bill, Monroney’s proposal was 
not expected to get very far at this session. 
But it is likely to have the effect of inject- 
ing into the Fulbright Bill debate, charges 
and countercharges as to the relative allo- 
cation of the gas consumer’s dollar among 
the producer, pipeline company, and the 
distributor. 

Monroney’s bill, cosponsored by Sen- 
ators Fulbright, Daniel (Democrat, Tex- 
as), and Anderson (Democrat, New 
Mexico), would have the Washington gas 
utility company print on the face of its 
monthly bill the average price per thou- 
sand cubic feet for which producer sells 
gas at the well to the pipeline com- 
pany, average price the pipeline company 
charges the distributing utility for gas de- 
livered in Washington, and the ultimate 
retail price charged the household con- 
sumer by the distributing utility. 
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Senators Monroney and Schoeppel 
(Republican, Kansas), both from gas-pro- 
ducing states, heatedly defended the meas- 
ure against an attack from Senator Wiley 
of gas-consuming Wisconsin. Wiley had 
urged the public to send the Senate an 
“avalanche of protests.” 


* 


FPC Producer Cases 


HE FPC has received a total of 13,- 

531 rate filings from independent 
producers of natural gas in the first eight- 
een months following the U. S. Supreme 
Court’s decision of June 7, 1954, in the 
Phillips Petroleum Company Case (3 
PUR3d 129), according to figures re- 
leased by Chairman Jerome K. Kuyken- 
dall. 

The Supreme Court in the Phillips de- 
cision ruled that provisions of the Natural 
Gas Act apply to producers engaged in 
the sale of natural gas in interstate com- 
merce for resale or in the transportation 
of natural gas in interstate commerce. 

The filings, made during the period 
from June 7, 1954, to December 1, 1955, 
included a total of 3,229 rate increases, 
amounting to $48,546,537 annually. The 


FPC suspended 221 of these increases, 


totaling $15,798,041 per year. Of the sus- 
pended increases, 189 (totaling $14,707,- 
869 yearly) were still pending as of De- 
cember 1, 1955. 

The filed increases included 1,978 tax 
increases, for $6,904,444 per year, and 
1,030 other type increases, totaling $25,- 
844,052, all of which were allowed with- 
out suspension. Seventeen increases, for 
$761,197, were suspended but later al- 
lowed without hearing, and 15 others 
which the FPC suspended were subse- 
quently reduced and withdrawn. 

In addition to the increases, 1,183 tax 
rate decreases, totaling $1,240,092 yearly, 
were accepted for filing. 





WASHINGTON AND THE UTILITIES 


A breakdown of the 13,531 filings shows sult this time might be inflation until the 
that 7,038 were for rates in effect as of budget is balanced for the coming fiscal 
June 7, 1954; 1,097 were for new services ; year. 

4,999 involved rate schedule changes; and Most business people had probably 

the remaining 397 were for various other realized that increased political pressures 

filings. engendered by the election would militate 

against any downward shift in the 52 per 

bp accompanying tables show the cent corporate income tax. In that sense, 

number and type of filings received the President’s message only recognized 

during the June 7, 1954-November 30, the inevitable. 

1955, period, and the number, type, and Spending for foreign aid was equally 

dollar amount of rate filings for changes and routinely at high levels. The general- 

in rate level acted upon by the FPC as of ly liberal tone was noticed with respect to 

July 1, 1955, and December 1, 1955. the administration’s domestic program, 

P which included, as in previous years, a big 

, highway-building program, a request for 

The E:senhower Message amendment of the Taft-Hartley labor 

HE President’s third annual State of | law, new public housing units, expansion 

the Union message, read to Congress of social security coverage, higher mail 

last month, was generally of a liberal rates, and a new and experimental pro- 

tone—to be expected in an election year. gram of flood damage indemnities for aid 
But no change was noted in the few brief to disaster victims. 

references to administration policy on The Eisenhower position on natural re- 


electric power matters. President Eisen- source policy remains the same—with em- 
hower reported that the over-all national phasis on faster progress through “part- 
economy was in “splendid shape.” He op- nership” programs. The President again 
posed the tax cuts whose only lasting re- recommended congressional approval of 
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STATISTICS RELATIVE TO INDEPENDENT PRODUCER FILINGS FOR CHANGES IN 
RATE LEVELS AS OF JULY 1, 1955, AND DECEMBER 1, 1955 


As of As of 
July 1, 1955 December 1, 1955 
Number Amount Number Amount 


Tax Rate Increases Filed and Allowed without Suspension . . 1,898 $ 6,757,083 1,978 $ 6,904,444 
Other Rate Increases Filed and Allowed without Suspension 611 11,986,084 1,030 25,844,052 
Total Rate Increases Filed and Allowed without Suspension 2,509 18,743,167 3,008 32,748,496 
Rate Increases Suspended but Later Allowed without Hearing 17 ; 17 761,197 
Rate Increases Suspended and Later Reduced and Withdrawn 15 328,975 15 328,975 
Rate Increases Suspended and Pending 921 11,055,017! 1892  14,707,8692 
Total Rate Increases Suspended 124 12,145,189 221 
Total Rate Increases Filed 2,633 30,888,356 3,229 
Tax Rate Decreases Filed and Allowed without Suspension 30 34,592 1,183 
Other Rate Decreases Filed and Allowed without Suspension oo o 2 140 
Total Rate Decreases Filed 30 34,592 1,185 1,240,232 


1 Covers 80 dockets. 
2 Covers 169 dockets. 


STATISTICS RELATIVE TO NUMBER AND TYPE OF INDEPENDENT PRODUCER FILINGS 
RECEIVED JUNE 7, 1954, THROUGH NOVEMBER 30, 1955 


June 7 Rates New Services Rate Schedule Changes Other Type Filings Total 
097 4,999 397 13,531 
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such wholly federal projects as the Colo- 
rado river storage project and the Frying- 
pan-Arkansas project, though the political 
future of both is as dim this year as in the 
past. On the other hand, the President 
formally asked for passage of John Day 
dam “partnership” project legislation for 
the first time. He also seeks other unspeci- 
fied projects which “provide for co-op- 
erative action between the federal govern- 
ment and nonfederal interests,” and ac- 
tion on legislation which makes provision 
for federal participation in small projects 
under the primary sponsorship of agen- 
cies of state and local governments. It is 
also worthy of note that the President 
failed to mention any plans of the admin- 
istration to seek TVA steam plants or to 
support TVA revenue bond financing 
this year. 
al 


Congressional Developments 


ieee General Brownell is not ex- 
pected to take kindly to the resolu- 
tions offered by Democratic Senators Ke- 


fauver (Tennessee), Anderson (New 


Mexico), and O’Mahoney (Wyoming) 
for a special counsel to defend the gov- 
ernment in the Dixon-Yates Case. The 
resolution, also sponsored in the House 
by Democratic Representatives Price 
(Illinois) and Hoolifield (California), 
would authorize presidential appointment 
of such special counsel with Senate con- 
firmation. But Justice Department law- 
yers are said to feel they are competent to 
handle the government’s defense in the 
court of claims, even though both the Jus- 
tice Department and the AEC had pre- 
viously declared the Dixon-Yates con- 
tract to be valid. 

Kefauver and Anderson argue as prece- 
dent the appointment of a special counsel 
to represent the government in the famous 
Teapot Dome scandal, unveiled by a Sen- 
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ate committee. But it is pointed out that 
éven in that case when the Attorney Gen- 
eral’s office itself was under suspicion, the 
appointment of special counsel was made 
by former President Coolidge. 

Senator Neuberger (Democrat, Ore- 
gon) has asked Congress to revoke the 
license FPC has granted to the Eugene 
(Oregon) Water and Electric Board for 
construction of the 30,000-kilowatt Bea- 
ver Marsh project in Oregon, in a bill 


(S 2877). 


price Buckley (Democrat, New 
York) of the House Public Works 
Committee has shifted his stand on Niag- 
ara redevelopment project legislation. He 
introduced a new bill last month (HR 
8109) to join Senator Lehman (Demo- 
crat, New York) in seeking development 
by the state authority, with full federal- 
type preference clause provision. On the 
other hand, Representative Cole (Repub- 
lican, New York) has asked that New 
York state voters should be allowed to 
settle the long-standing dispute over who 
should develop the project by referendum 
at the general elections next fall. Cole has 
been a supporter of bills for redevelopment 
of power by five public utility companies. 

A Senate Public Works subcommittee 
agreed recently on a $750,000,000 bor- 
rowing power under a proposed self-fi- 
nancing plan for the TVA. Chairman 
Kerr (Democrat, Oklahoma) said the 
subcommittee reached the agreement on 
his bill to permit the TVA to issue its own 
bonds to raise its own capital. The ad- 
ministration has approved a somewhat 
similar program. Kerr said the subcom- 
mittee also made “considerable progress” 
towards language that would fix the re- 
lationship between the TVA and the Sec- 
retary of the Treasury in such bond issues. 
Kerr said the objective is to require “‘con- 
sultation and co-operation” without giving 
the Treasury any “‘veto power.” 





Wire and Wireless i - 
om 2A 


Communication 


Big Year Ahead for Telephones 


_ year just past was a period of 
great progress for the Bell system, 
President Cleo F. Craig of the American 
Telephone and Telegraph Company said 
in his report to share owners which ac- 
companied the January 10th dividend. 
“Improvement in earnings has strength- 
ened the position of share owners. We have 
made big gains in service to the public,” 
he said. 

Bell system earnings for the 12-month 
period ending in November were $13.01 
a share on AT&T stock, Mr. Craig re- 
ported. “This is an encouraging improve- 
ment, and a necessary one,” he told share 
owners. “The earnings retained in the 
business, after payment of dividends, pro- 
vide needed protection for your invest- 
ment. They will also help furnish funds 
to build the large amount of new facilities 
that will be required in 1956.” He con- 
tinued : 


Orders for service in 1955 were the 
highest in years. The Bell companies 
added some 2,850,000 telephones, nearly 
50 per cent more than in 1954, The gain 
of about 900,000 in the last quarter was 
the second largest quarterly increase we 
have ever had. Long-distance conversa- 
tions were up about 12 per cent for the 


year—much more than the average an- 
nual growth. 

To meet the great increase in the vol- 
ume of business, the system invested 
more than $1.6 billion in new and im- 
proved telephone facilities. This was the 
largest construction program in our his- 
tory. Yet next year we shall need an- 
other one like it, and perhaps even 
larger. As the country grows, Americans 
want more telephone service and we are 
going right ahead to provide it. 


Mr. Craig commented on the recent 
debenture issue. He said nearly half of the 
debentures already have been converted in- 
to stock. 


M* Craic also called attention, as “‘re- 

vealing the kind of spirit that builds 
telephone progress,” to a special feature in 
the report pamphlet which told about some 
of the more than 1,500 telephone men and 
women who have been awarded Vail 
medals for acts of noteworthy public serv- 
ice since the awards were instituted in 
1920. 

The January 10th dividend checks were 
mailed to about 1,390,000 share owners in 
over 19,000 communities throughout the 
nation. Included in this figure are approxi- 
mately 225,000 Bell system employees. 
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Nn Canada, Thomas W. Eadie, president 
of the Bell Telephone Company of 
Canada, said that “it will be necessary for 
the telephone industry to increase its capi- 
tal spending in 1956.” He stated: 


A continued increase in the level of 
business activity in Canada is expected 
for the first half of 1956. In all probabil- 
ity the increase will be at a slower rate 
than has been the case in 1955 and 
some leveling off may occur in the lat- 
ter part of the year. This expansion 
could result in Canada’s gross national 
product moving from a total of over 
$26 billion in 1955 to over $27 billion in 
1956, an increase of some 4 per cent. 


¥ 


IT&T Gain in Electronics 


NTERNATIONAL TELEPHONE & TELE- 

GRAPH CorPoRATION, through its man- 
ufacturing divisions, made capital expendi- 
tures of $38,000,000 in 1955. Expendi- 
tures are expected to be higher this year. 

The company scored advances in elec- 
tronics during the past year, one of the 
principal ones being the announcement and 
demonstration in September of a radio 
navigation system for aircraft, known as 
Tacan (tactical air navigation). 

The system is designed to provide the 
pilot with continuous information instant- 
ly, automatically, and with accuracy both 
as to distance and direction of flight rela- 
tive to a fixed ground station. The system, 
under development since 1948, was de- 
signed for the U. S. Air Force and the 
Navy by Federal Telecommunications 
Laboratories, research division of the 
company. 

- The company has demonstrated a com- 
pact, light, and relatively inexpensive unit 
to meet the requirements of the private air- 
craft owner. The company’s Federal Tele- 
phone and Radio division has already 
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started large-scale production of the unit 
for military use. 

Radio Corporation of Porto Rico, an 
IT&T subsidiary, is preparing for the op- 
eration of “over-the-horizon” telephone 
transmission between San Juan, Puerto 
Rico, and Ciudad Trujillo in the Domini- 
can Republic, a distance of 237 miles. This 
will be an important development in “over- 
the-horizon” propagation. No repeater sta- 
tions will be required as the new technique 
can span distances of 200 to 300 miles 
without the use of intermediate relay sta- 
tions. 

Principal reason for installation of the 
link is the need for additional telephones 
occasioned by the influx of new industries 
and the increased tourist trade in the 
Caribbean area. A new frequency-modu- 
lated radiotelephone, designed especially 
for VHF radio communication in ship- 
board service, has been developed by the 
marine division of Mackay Radio & Tele- 
graph Company. 

The largest metropolitan crossbar ex- 
change put into service thus far by Kellogg 
Switchboard & Supply Company was 
opened in the Las Vegas office of the 
Southern Nevada Telephone Company 
last August, bringing dial service to 23,000 
subscribers. 

» 


W estern Union 


| dete Union TELEGRAPH Com- 
PANY is benefiting from the growing 
demand for private wire systems. Leasing 
of such networks to industry and govern- 
ment has increased the telegraph com- 
pany’s revenues from this source from $6,- 
200,000 in 1948 to a current annual rate 
of $30,000,000, according to Walter P. 
Marshall, president. He termed 1955 “a 
year of outstanding financial and _ tech- 
nological progress for the company.” 
Western Union had net income of $10,- 





WIRE AND WIRELESS COMMUNICATION 


300,615 from operations for the first ten 
months of the year, which exceeded the 
entire year’s earnings for 1954. 

The rapidly growing use by industry of 
data processing equipment is an important 
factor in increasing the demand for West- 
ern Union’s private telegraph systems. A 
12,000-mile network, the first system 
specifically engineered for data transmis- 
sion, is now-being installed for Sylvania 
Flectric Products, Inc. 


v 


REA Notes Telephone Progress 


|, wd 135,000 farms and other rural 
establishments will get new or im- 
proved telephone service as a result of 
telephone loans made by the Rural Elec- 
trification Administration in 1955, the 
U.S. Department of Agriculture reported. 
During the year the agency made 188 tele- 
phone loans amounting to $66,808,000. 
These were long-term, low-interest loans 
to help telephone companies and co-opera- 
tive associations improve and extend serv- 
ice in rural areas. Ninety-nine of the loans 
were made to new borrowers which had 
not previously used REA financing. 

In 1954 REA made 147 telephone loans 
amounting to $66,346,000. Seventy-seven 
of these were to new borrowers. Telephone 
loans during the last half of 1955 made up 
nearly two-thirds of the total for the year. 
One hundred and six loans for $40,073,000 
were made during this period. Applications 
for additional loans which came to REA 
during this same period indicate a sus- 
tained loan level of approximately $80,- 
000,000 in the telephone program for the 
fiscal year which ends June 30, 1956. 

Total net loans since the start of the 
REA rural telephone program in October, 
1949, stand at $273,000,000. They provide 
new or improved service to about 600,000 
subscribers. Close to $125,000,000 has 
been advanced to borrowers. 


Confidence of progress in the rural 
telephone field was the keynote of the 
two-day meeting of the REA committee 
of telephone consultants in Washington 
last month. The committee is composed of 
representatives of the telephone industry 
(independent and Bell telephone com- 
panies), telephone co-operative borrow- 
ers, and REA specialists. The committee 
considered a number of matters of mutual 
interest, including engineering, account- 
ing, management, and procedural problems 
of REA rural telephone borrowers. It also 
considered lending support to the forth- 
coming battle in Congress to obtain com- 
pensation for utilities in connection with 
relocation expenses due to federal-aid 
highway construction. The committee is 
conducting a survey of telephone industry 
opinion of REA. In general, however, the 
meeting reflected optimism that the rural 
telephone program will register notable 
gains throughout this year. 


HE intent of Congress is the keynote 

of the KEA rural loan program, ac- 
cording to REA Administrator Ancher 
Nelsen. At a press conference covering 
the work of the REA committee, Nelsen 
said that the congressional intent was to 
bring more telephones to more farms and 
to insure a higher quality of service—not 
simply to make loans as such. In carrying 
out this intent, Nelsen said, REA has 
sought to enlist the co-operation of the 
telephone industry as a whole as well as co- 
operatives. It was pointed out that during 
the period of the REA program—virtual- 
ly since 1950—the number of farm tele- 
phones has increased 13.2 per cent, al- 
though the number of farms has declined 
a little more than 11 per cent during this 
same period. The installation of modern, 
high-quality farm telephone service has 
now nearly equaled the numerical high 
point of old-fashioned farm telephone 
service. 
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Slow Progress in Power 
Reactor Development 


te ecnienae Anderson of the Joint Con- 
gressional Committee on Atomic En- 
ergy recently criticized the Atomic Energy 
Commission for its tardiness in giving 
businessmen access to the commission’s 
files of secret information relating to po- 
tential commercial developments. Since 
then AEC has announced a new procedur- 
al rule on the subject. 

The AEC on January 18th issued its 
long-awaited licensing regulation under 
which private industry may build and op- 
erate plants for use, production, and 
processing of nuclear fuels. The regu- 
lation, making final proposed rules pub- 
lished some time ago, becomes effective 
February 18th. It is broad enough to per- 
mit private industry, if it wishes, to build 
and operate under AEC license vast bil- 
lion-dollar production plants like those at 
Oak Ridge, Tennessee, or Savannah River, 
South Carolina. Industry has manifested 
no such desire, however, although ulti- 
mately it may take over manufacture of 
atomic fuels and explosives from the gov- 
ernment. The new regulation governs pri- 
marily atomic research and medical facili- 
ties, atomic power plants, plants for re- 
covery of valuable materials from used 
nuclear fuel, and “critical assemblies” for 
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Financial News 
and Comment 


By OWEN ELY 


testing various fuel shapes and mixtures. 

Some of the utility companies which 
are planning construction of atomic re- 
actors are probably also disappointed that 
the commission is proceeding so slowly. 
The Westinghouse-Duquesne plant, which 
may be almost “obsolete” when it is 
completed next year, because of the high 
operating costs, is the only plant actually 
under construction. While some prepara- 
tory work has been done on the others, 
such as land purchases, preparation of 
plans and sketches, etc., the general status 
seems to be as follows: 


Consumers Public Power District— 
contracts with AEC being negotiated. 

Detroit Edison (Power Reactor De- 
velopment Company )—contract nego- 
tiations with AEC proceeding. 

Yankee Atomic Electric—still under 
study by AEC. 


Commonwealth Edison (Nuclear 





DEPARTMENT INDEX 
Page 

Slow Progress in Power Reactor 

Development 
Chart—Nuclear Power Plant Cycles .. 178 
Comparative Data on Power Reactor 

Plants 180 
Table—December Utility Financing .. 181 
Utility Financing Declined in 1955 .... 182 
Tables—Financial Data on Gas, Tele- 

phone, Transit, and Water 

Utilities 182, 183, 184 














FINANCIAL NEWS AND COMMENT 


Power Group)—application for license 
to build applied for. 
Consolidated Edison — application 
for construction license applied for. 
Pennsylvania Power & Light—no 
details. 


However, the AEC is gradually making 
progress and it is possible that Senator 
Anderson’s impatience may help to expe- 
dite the remaining steps needed to get the 
power reactor program “rolling.” As de- 
tailed in the P.U.R. Executive Informa- 
tion Service letter of January 20th, the 
AEC is now ready to license operators of 
reactor controls and by-product materials. 
Hearings before the congressional com- 
mittee were scheduled for the end of 
January. 


O™ important obstacle has now been 
overcome. Some 70 capital stock cas- 
ualty insurance companies recently an- 
nounced the creation of a syndicate to 
underwrite radiation hazards on industry- 
operated nuclear reactors, according to 
The New York Times. The mutual com- 
panies were also reported working out 
their own version of the plan, which will 
assure the availability of some coverage 
well in advance of the completion of any 
of the proposed nuclear power projects. 
Tentatively, it was indicated that the 
syndicate will guarantee $50,000,000 cov- 
erage for each of the projects announced 
thus far. This would insure construction, 
installation, operation, and maintenance 
of nuclear reactors used for industrial, 
commercial, research, and experimental 
purposes. The actual coverage would be 
for “third-party bodily injury, and prop- 
erty damage liability insurance against 
loss or damage caused by radiation.” For 
coverage of the reactor itself and of the 
utility employees connected with it, it was 
indicated that individual fire and casualty 
companies would be the logical insurers. 


Still unsolved, apparently, are some prob- 
lems relating to damage to streams, ma- 
terials, etc., resulting from exhaust gases 
or waste. 


HE AEC held a “Press Seminar on 
Civilian Power Reactor Develop- 
ment” on December 6th, but much of the 
information supplied orally to press rep- 
resentatives seemed vague and confusing, 
particularly with reference to possible op- 
erating costs. Thus, according to Admiral 
Rickover, the estimated cost of electric 
power from the first core at Shippingport, 
Pennsylvania, will be as follows: 

Millions Mills 

Per 

Kwh 


Capital Costs 15 
Fuel Charge (Mainly 

Fabricating) 39 

Operating Cost 3 

57 

5 


52 


These costs are for the first core, which 
is expected to last 3,000 power hours. The 
plant will operate at only 10 per cent 
capacity the first year, and gradually 
working up to a normal 80 per cent by the 
fifth year. The cost for the second core, 
reflecting improved technology and fabri- 
cation, is estimated at 39 mills per kilo- 
watt-hour, while the third core is expected 
to produce at only about 14 mills. (How- 
ever, it may take about ten years to reach 
this stage.) Even this cost is high, of 
course, as compared with modern coal- 
burning plants. 


oe Davis, director of the com- 

mission’s division of reactor develop- 
ment, stated in reply to questions that “if 
you take one extreme case where you 
would perhaps not make any material for 
what you burn up, then this cost of the 
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nuclear material itself would probably be 
several mills per kilowatt-hour, probably 
as much as 6 or 7 mills per kilowatt-hour. 
On the other hand, if I go to the other ex- 
treme of a breeder, it is conceivable I 
might actually be ahead. There would be 
no cost for this particular part of the op- 
eration. Typically I would say, in a heter- 
ogeneous type of reactor, the sort that we 
think may be used in the next few years, 
this might perhaps be one or two mills 
simply for the net value of the material 
that is actually consumed. To this you 
must add the cost of the fabrication. This 
looks as though for some types of reactors 
it might be low. For other types it still 
looks like it is pretty high.” 

One of the reporters called attention to 
the rather wide disparity between over-all 
cost figures per kilowatt-hour presented 
by the AEC and those issued by industrial 
concerns interested in constructing reac- 
tors.’ Dr. Davis replied in part : 


You will find that the General Elec- 
tric Company, which is the contractor 
for the reactor for Commonwealth, is 
not planning to have this built much be- 
fore 1959. I don’t believe they will claim 
that this reactor will be economic with- 
out a $15,000,000 contribution by Gen- 
eral Electric in ‘the form of research 
and development. It is easy to talk 
about this thing being just around the 
corner. But I have not seen anybody 
yet who has proposed to build a reactor 
which will be completed in a short 
period of time who will make the state- 
ment that it will really be economic. 


HERE was some discussion of the ap- 
plication of nuclear reactors to pro- 
duce heat for industrial use rather than 
electricity! A high temperature, gas-cooled 
reactor for gas turbine operation was said 


1See Pusiic Utitities ForTNIGHTLY, July 21, 
og aaa 111-113; and September 1, 1955, pages 


to be in the “component development 
stage.” About one-third of the fuel burned 
in the U. S. is used for space-heating pur- 
poses, but AEC representatives indicated 
that it would be difficult to develop any 
connected space-heating load large enough 
to be serviced by a nuclear power plant. 
Nuclear power comes only “in the large 
economy size,” it was suggested. 

However, there was some mention of 
use of atomic plants to generate heat for 
the gasification of coal to make water gas 
and to synthesize hydrocyanic acid gas. 
The major difficulty is to obtain the right 
refactory materials which will readily 
conduct temperatures of several thousand 
degrees without being themselves melted 
or consumed. 


r a talk on industrial applications of 
atomic power before the American As- 
sociation for the Advancement of Science 
on December 29th, Dr. Davis pointed out 
that about 70 per cent of the reactor de- 
velopment program is still concerned with 
military applications of atomic power, 
such as ship or aircraft propulsion, or as 
sources of power for remote bases. The 
reactor program has had several phases: 

(1) The seven small pilot plants being 
constructed and/or operated by the AEC 
itself. One of these was scheduled for “op- 
eration at full power” in 1951, one in 
1953, one in 1955, two in 1956, and one 
each in 1957 and 1959. The first one of 
this series, the homogeneous reactor ex- 
periment No. 1 at Oak Ridge, has been 
completed and the reactor dismantled ; and 
experimental breeder reactor No. 1 has 
also been successfully operated for some 
time. 

(2) The five-year program for power 
reactor development, announced in March, 
1954, five types of reactors being selected 
for development. Of these five types the 
pressurized water reactor (PWR) re- 
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flected the most advanced technology, be- 
ing the type used in the Nautilus and in 
the Shippingport plant. 

(3) The power demonstration pro- 
gram was announced in January, 1955, 
based on the Atomic Energy Act of 1954. 
This was designed to be financed prima- 
rily by private funds, with some under- 
writing of research costs by the AEC. As 
noted above, four proposals were received 
in response to this program, while two 
other utilities (Consolidated Edison and 
Pennsylvania Power & Light) have an- 
nounced projects which will be privately 
financed without any government aid. 

(4) An invitation for proposals to pro-. 
duce smaller power demonstration reac- 
tors (5,000 to 40,000 kilowatts, designed 
to satisfy the needs of domestic rural areas 
with high power costs, and the majority 
of foreign applications) was announced 
in September, 1955. 


tiene the military propulsion and pro- 
duction programs which were the 
principal source of reactor technology un- 
til two years ago, the objectives differed 
considerably from those of an industrial 
reactor program. The object was to pro- 
duce plutonium with low temperature op- 
eration and emphasis on operational 
reliability, Dr. Davis pointed out. While 
some valuable experience was obtained 
with basic technology, this work did not 
directly further the industrial program. 
Power obtained from these military re- 
actors, comprising 70 per cent of the com- 
mission’s program, is only a partial aid to 
the civilian program. 

Each “generation” of industrial power 
reactors may be said to involve about five 
to seven years, he estimated, as follows: 

Component development and testing 1 to 3 years 

Engineering design 1 year 

Construction 2 to 3 years 


Testing and initial operation 4 to 1 year 
Significant operation (first core) 1 to 3 years 


e 


DECEMBER UTILITY FINANCING 
PRINCIPAL PUBLIC OFFERINGS OF ELECTRIC AND GAS UTILITY SECURITIES 


Date Amount Description 


Bonds 
12/7. $70.0 Cons, Edison Ist 38s 1985 .......... 
12/8 20.0 Conn. L. & P. Ist 34s 1985 
12/9 North Shore Gas Ist 4s 1975 
Delaware P. & L. 1st 34s 1985 
Cascade Nat. Gas 54% Notes and 
Common Stock 


Preferred Stocks 

Penn Fuel Gas Units—$1.50 Pfd. and 
Common 

Western Nat. Gas 5% oo ($30 Par) 

Virginia Elec. & Pr. 

Atlantic Gas Lt. 4.44% ($160 rar). 

Delaware P. & L. 4.20% ($100 Par) . 


Common Stock 
Columbus & So. Ohio Elec. 
CeMDOEIANG MBAS © 5.055 oc acdc some’ 


Indicated 
Success of 
Offering 


Offer- 
ing 
Yield 


3.32% 
3.28 


Price Under- 
To writing 


Public Spread 


101.00 65C 

99.50 .67N 
101.38 1.36C 3.90 
102.82 59C 3.35 


54.50 3.50N — — - 


Moody 
Rating 


Aa b 
Aaa a 
Baa d 
Aa a 


26.00 — 
30.00 N .00 
101.73 0 
102.25 3 
101.82 1 
Earns.- 
Price 
Ratio 
5.04 7.2 
N oes ean 


31.75 
10.00 


+ Not a new issue. *Offered in units of $50 notes and one share of common to stockholders on a 
1-for-6 basis. **Offered to public in units of one share preferred and one share of common. ***T ncluded 
in issue were 110,600 shares offered to common stockholders on a 1- for- 20 basis with oversubscription. Re- 
maining shares were subscribed to by the principal stockholder. The issue was 119 per cent subscribed (98 
per cent under primary privilege). 
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The “first generation” is represented by 
the large prototype reactors now being 
planned. The cost of power from this gen- 
eration will “almost certainly not be com- 
petitive with conventional power plant 
costs in the United States,” according to 
Dr. Davis. “In fact, the actual costs will 
not be known until the plants are built and 
have operated for some time. . . . perhaps 
the second or third generation will be com- 
petitive.” 

The accompanying table and chart 
(pages 178 and 180), reproduced from 
AEC press releases, may be of interest. 


5 
Utlity Financing Declined 
In 1955 
h jeomed new-money financing in De- 
cember totaled only $169,000,000, 
moderately below the monthly average for 
the year of about $182,000,000. Very little 
common stock was offered during the 


4 


month, presumably because of the holiday 
period; perhaps the declining trend in the 
market price of utility stocks, which be- 
gan early in December, also had a damp- 
ening effect. Less than $8,000,000 in 
common stocks were sold as compared 
with the year’s total of about $352,000,- 
000 for electric utility stocks and $146,- 
000,000 for gas stocks. (In addition, 
about $46,000,000 worth of stock was sold 
which represented merely change of own- 
ership. ) 

In the calendar year 1955, total financ- 
ing by divisions of the industry was ap- 
proximately as follows, in millions: 
1955 
$1.5 

1.0 
je | 
$3.6 

Refunding operations declined sharply 
last year, amounting to only $230,000,000 
as contrasted with $1,095,000,000 in the 
previous year. 


1954 


Electric 
Gas 
Telephone 


RECENT FINANCIAL DATA ON GAS UTILITY STOCKS 


1/11/56 Divi- 
Price 
About Rate 


$ .80h 
1.20 


Pipelines 

Alabama-Tenn. Nat. Gas 
Commonwealth Nat. Gas . 
East. Tenn. Nat. Gas ... 
Mississippi Riv. Fuel .... 
Southern Nat. Gas .... 
aean: Meas Trans’ ...... 
Texas East. Trans 

Texas Gas Trans, ...... 
Transcont. Gas P. L..... 


18 
31 


ek et et pet eet et 


oo00NN000 
SSssess 


Averages 
Integrated Companies 
American Nat. Gas 
Colo. Interstate Gas .... 
Columbia Gas System .. 
Commonwealth Gas .... 
Consol. Gas Util. ...... 
Consol. Nat. Gas 
El Paso Nat. Gas 
Equitable Gas 
Kansas-Nebr. Nat. Gas . 
Lone Star Gas 
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iv. Common 
Stock 
Equity 


Share Earnings* 


Cur- 
rent %In- 12 Mos. 
crease Ended 


Period 
10% 
zZ 


Price- 
Earns. 
Ratio 


Sept. 
Sept. 
Sept. 
Sept. 
Sept. 
Sept. 
Mar. 
Sept. 
Sept. 


Sept. 

Sept. 13.5 
Sept. 14.0 
Dec. 54 12.7 
July 13.4 
Sept. 13.0 
Oct. 19.2 
Sept. 13.5 
Dec.’ — 


Sept. 13.2 
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Montana-Dakota Utils. .. 1.00 
Mountain Fuel Supply .. 1.20 
National Fuel Gas 2 1.00 
Northern Nat. Gas 

Oklahoma Nat. Gas .... 
Panhandle East. P. L. .. 
Pennsylvania Gas 

Peoples Gas Lt. & Coke . 
Southern Union Gas .... 
United Gas Corp. ...... 


Sept. 
Sept. 
Sept. 
Sept. 
Oct. 
bee 

c. 754 
Sept. 
Dec. ’54 
Sept. 


S 
oO 
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Averages 
Retail Distributors 


Alabama Gas 
Ark.-Louisiana Gas . 
Atlanta Gas Light 
Berkshire Gas 
Bridgeport Gas Light ... 
Brockton-Taunton Gas .. 
Brooklyn Union Gas .... 
Central Elec. & Gas .... 
Central Indiana Gas .... 
Chattanooga Gas 

Gas Service 

Hartford Gas 

Haverhill Gas 

Houston Nat. Gas 
Indiana Gas & Water ... 
Kings Co. Lighting .... 
Laclede Gas 

Michigan Gas Utils. .... 
MidSouth Gas 
Minneapolis Gas 
Mississippi Valley Gas .. 
Mobile Gas Service .... 
New Haven Gas 

New Jersey Nat. Gas ... 
North. Illinois Gas .... 
North Penn Gas 

Pacific Lighting 

Pioneer Natural Gas .... 
Portland Gas & Coke .... 
Portland Gas Light .... 
Providence Gas 

Rio Grande Valley Gas .. 
Washington Nat. Gas .. 
South Atlantic Gas .... 
South Jersey Gas 
United Gas Improvement 
Washington Gas Light .. 
Western Kentucky Gas .. 
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RECENT FINANCIAL DATA ON TELEPHONE, TRANSIT, AND WATER UTILITIES 


Share Earnings* \ Appros. 

1954 1/11/56 Divi- Cur- Price- Div. Common 
Rev. Price dend A bprox. rent % In- 12 Mos. Earns. Pay- Stock 
(Mill.) About Rate Yield Period crease Ended Ratio out Equity 


Communications Companies 
Bell System 
$4,784 Amer. T, & T. (Cons.) .. 181 
220 Bell Tel. of Canada .... 50 
37 Cin. & Sub. Bell Tel. .... 90 
163 Mountain States T. & T. 127 
259 New England T. & T. .. 135 
632 Pacific Tel. & Tel. ...... 136 


0% $12.68** 7% Aug. 14.3 71% 65% 

d 2.43 5 Dec. ’54 20.6 82 63 
5.16 26 ~=Dec.’54 17.4 100 
8.56 24 Sept. 148 74 
7.78 D6 = June 17.4 103 64 
9.93** 11 Nov. 13.7 70 58 
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So. New England Tel... 39 2.00 5.1 2.18 8 Dec.’54 17.9 
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Independents 


Calif. Interstate Tel. .... 
Calif. Water & Tel. .... 
Central Telephone 
Chenango & Unadilla Tel. 
Continental Tel. ........ 
Florida Telephone 
General Telephone 
Inter-Mountain Tel. .... 
Peninsular Tel. 
Rochester Tel. .......... 
Southeastern Tel. ....... 
Southwestern States Tel. 
United Utilities 

Western Carolina Tel. .. 
West Coast Telephone .. 
Western Union Tel. .... 


N 


% $ .77(£) NC Dec. ’54 
1.34 14% July 
1.91 34 = Sept. 
131 D34 June 
1.79 Sept. 
1.07 Dec. ’54 
2.54 Oct. 

92 Dec. ’54 
2.28 Sept. 
1.63 Sept. 
1.36 Sept. 
1.31 June 
1.60** June 
1.18 Dec. 
1.21 Sept 
1.89** Dec. 
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Transit Companies 


Dec. ’54 
Dec. ’54 
Mar. 
Dec. ’54 
Dec. ’54 
June 
Dec. ’54 
oe 


Cincinnati Transit 

Dallas Transit 
Greyhound Corp. ....... 
Los Angeles Transit .... 
Nat. City Lines 

N. Y. City Omnibus Corp. 
Niagara Frontier Transit 
Phila. Transit 

Rochester Transit 
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Averages 
Water Companies 


Holding Companies 
American Water Wks. .. 
N. Y. Water Service .... 


Operating Companies 
Bridgeport Hydraulic ... 
Calif. Water Service ... 
Elizabethtown Water ... 
Hackensack Water 
Jamaica Water 

New Haven Water ..... 
Ohio Water Service .... 
Phila. & Sub. Water .... 
Plainfield Union Wt. .... 
San Jose Water 
Scranton-Springbrook 
Southern Calif. Water .. 
West Va.-Water Serv. .. 
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Sept. 
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Dec. 754 
Nov. 
Dec. ’54 
Dec. ’54 
Sept. 
Dec. ’54 
Sept. 
Dec. ’54 
Dec. 754 
Nov. 
’ Sept. 
1.04 Sept. 
1.31** D7 Sept. 
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A—American Stock Exchange. O—Over-counter or out-of-town exchange. S—New York Stock 
Exchange. *Earnings are calculated on present number of shares outstanding, except as otherwise indi- 
cated. **On average shares. (a)—Paid 4 per cent dividend. (b)—Paid 10 per cent stock dividend. (c)— 
Paid 5 per cent stock dividend. (d)—Paid 25 per cent stock dividend. (£)—Nine months to December 31st. 
(g)—Estimated after eliminating rionrecurring items. (h)—Paid 25 per cent stock dividend. NC—Not 
comparable. NA—Not available. E—Estimated. { 
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What Others Think 


Regulation of the Natural Gas Producer— 
A Continuing Question 


i. is nothing ephemeral about the 
dispute within and without the nat- 
ural gas industry on the question of fed- 
eral regulation of the independent natural 
gas producer. It is likely to remain in the 
forefront whatever result the Senate is 
able to reach, after its consideration of 
bills, still pending at the time this is writ- 
ten, to exempt natural gas producers from 
the general jurisdiction of the Federal 
Power Commission. 

The Harris and Fulbright bills, of 
course, are the product of long months of 
legislative proceedings, debate, and com- 
promise. As such, they have not sprung 
full-blown from the minds of a few indi- 
viduals or from any one group. They are 
marked by the contradictions and modi- 
fications brought about by the workings of 
the democratic process. This is one rea- 
son to believe that a regulatory question 
will remain, should the bills be enacted 
and signed by the President. 

Another consideration is that at the 
high points of legislative controversy on 
an issue of long-standing importance, po- 
litical crosscurrents on Capitol Hill tend 
to cloud over the facts going to the merits 
of the dispute. On these, reasonable men 
will still differ. 

At such a time, and while waiting for 
results from the Senate, we have found it 


worth while to turn again to earlier state- 
ments on the subject made within the gas 
industry itself. They, perhaps more than 
any others, go to the heart of the matter, 
which is one of economic facts and phi- 
losophy, as well as a political issue. Among 
the latest of these, two, which we have 
chosen to review below, are notable for 
their broad perspectives and factual ap- 
proach. 


S ben first is the report of the executive 
committee to the general membership 
of the Natural Gas and Oil Resources 
Committee, which clearly expresses the 
general viewpoint of the producer seg- 
ment of the industry. The second, by 
Charles W. Smith, former chief of the 
bureau of accounts, finance, and rates of 
the Federal Power Commission, is a more 
detailed booklet, entitled “Prices and Pric- 
ing Practices of Producers of Natural 
Gas with Particular Reference to Their 
Effect on Consumers and Distributors,” 
sponsored by the group of distributing 
companies known as the Council of Local 
Gas Companies. 

The report to the producer group states 
at the outset that most of the predictable 
consequences of the federal government’s 
efforts to regulate natural gas production 
are now evident. It says: 
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A reluctant, understaffed Federal 
Power Commission has failed to find 
a means of applying a realistic and 
equitable formula to the competitive 
production of natural gas. The com- 
mission’s bewilderment and indecision 
are reflected throughout the industry. 
The incentive to explore and develop 
has largely been removed. And the 
threat of a drop in exploration for gas 
is now considerably more than a threat. 
. . . But what is far more important 
than the predictable, material conse- 
quences of regulation—important as 
they are—is the broad and general dan- 
ger implicit in the new concept of fed- 
eral controls which has developed since 
the Phillips decision of June 7, 1954. 
For these attempted controls are de- 
priving a whole industry of the right 
to compete. And in doing so they pose 
a threat to a freedom which is vital to 
the entire American economy. 

The Phillips Case involved only one 
producing company, yet the Supreme 
Court’s 5-to-3 decision has been broad- 
ened to include 8,000 producers. There 
was no war or other national emer- 
gency to justify this sweeping applica- 
tion. There was no evidence of mo- 
nopoly or price fixing to warrant such 
a step. Rather, there was abundant evi- 
dence to the contrary. Nevertheless, a 
paralyzing bureaucracy was imposed 
on one of the largest, least centralized, 
most vigorously competitive industries 
in the United States, in which the 743 
largest producers supply only about 80 
per cent of the gas (Bureau of Mines). 

So now a precedent for the denial of 
the right to compete has been estab- 
lished. If that denial stands and the 
precedent is accepted, then any, many, 
or all American businesses are in dan- 
ger of losing a freedom which is as in- 
dispensable to our unwritten economic 
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constitution as the right of free speech 
is to our written political constitution. 


_ basic alternative to competition, 
according to the report, is state so- 
cialism, or nationalization of industry and 
business. It suggests that when the nat- 
ural gas production industry finds itself 
inhibited and encumbered by government 
price fixing and partial government man- 
agement, it is not possible to say that the 
national economy is safe from a socialistic 
trend. 

Unfortunately for the producer, the re- 
port declares, some people have been led 
to believe that controls will work effec- 
tively to assure the public an abundant 
supply of gas at low prices. 

It continues : 


. .. They may even believe the absurd 
but persistent threat by the proponents 
of regulation that, if the producers 
were decontrolled, residential gas prices 
would increase $800,000,000 a year. 


To accomplish this predatory feat the 
producers would have to increase their 
present share in the nation’s residential 
gas bill—and it amounts to only about 
a dime of the consumer’s dollar—by 
more than 400 per cent. If they would 
do this—which of course they would 
not—they would certainly price gas out 
of the fuel market in most sections of 
the country. 


What the report calls the bewilderment 
and indecision of the FPC in face of its 
regulatory chore arise from the diff- 
culty of imposing upon the competitive 
production of a commodity that rate base 
formula which was designed for public 
utility services. It quotes the recent state- 
ment made by FPC Chairman Kuykendall 
before the convention of the National As- 
sociation of Railroad and Utilities Com- 
missioners to that effect. 
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LONG-DISTANCE DIRECT DIALING 


HAIRMAN Kuykendall remarked at 

that time that in one case the com- 
mission had been confronted with the task 
of fixing, for rate-making purposes, a 
price for natural gas produced and sold 
by a pipeline company. It found the fol- 
lowing : 


... The price derived by use of the orig- 
inal cost rate base method would have 
been 85/100 of one cent per Mcf... 
When adjustments were made to that 
figure for the statutory depletion allow- 
ance and for credits for extraction op- 
erations, in order to make a legitimate 


comparison with independent pro- 
ducers’ prices, the price per Mcf was a 
negative figure; namely, minus 1.24 
cents per Mcf. 

On the other hand, there are cases 
where producers have spent sums out 
of all proportion to the quantity of gas 
reserves which they have developed. If 
they were to receive a fair return on 
their investment, the price for their gas 
would have to be many times greater 
than the amount anybody would pay 
for it. Obviously, a regulatory body 
could not and should not fix a rate 
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which would deprive a producer of any 
sales and any revenue whatsoever. 


The FPC chairman further stated that 
the use of a fair value rate base would 
amount only to a roundabout way of ar- 
riving at the current value market price 
of the gas—in effect an unregulated price. 
He stressed the dangers implicit in em- 
barking on any regulatory program, “so 
cumbersome, so expensive, so indifferent 
to basic economic laws, or so inequitable 
in some cases,” that it brings about a 
breakdown and loss of respect for the 
regulatory process, and thereby induces 
Socialism as the only apparent alternative. 





ee these words, the report adds the 
observation that the regulatory job 
ought to be to deal with services, not com- 
modities, and to assure the benefits of 
competition — good services and fair 
prices—in situations where competition 
does not exist. 

What exactly has regulation done to 
the producer? The report answers this 
question as follows: 


... First of all, it has given him an un- 
accustomed load of time- and money- 
consuming paper work in the various 
documents which he must submit to the 
FPC. He may be subjected to a long, 
and again money-consuming, delay in 
getting an FPC decision on a contract 
with a pipeline. And, especially if he is 
one of the smaller producers, he is find- 
ing it harder to get money to continue 
his highly expensive and risky opera- 
tions. 
Bankers, with good reason, are be- 
ing cautious and conservative in lend- 
-ing money for the development of gas 
discoveries. Such loans demand sound 
collateral in the form of a sound cen- 
tract for sale of the gas once the de- 
velopment is completed. And a con- 
tract which the FPC may alter or cancel 
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at any time scarcely meets the require- 
ments of soundness. 

The imposition of controls on pro- 
ducers is too recent to allow many air- 
tight assertions. But some figures are 
becoming available, and they are be- 
ginning to speak for themselves. 

The last full year in which producers 
were free of regulation was 1953. In 
that year 11.7 trillion cubic feet were 
added to the country’s proved, recover- 
able natural gas reserves. In 1954, the 
new additions totaled only 263.6 billion 
cubic feet. That is a drop of more than 
98 per cent in one year!.. 

Figures on gas well developments 
currently available for 1955 cover only 
the first seven months. But they show 
a decrease of 12 per cent over the cor- 
responding period last year. And new 
gas wells brought in through explora- 
tory drilling, as of November 20th this 
vear [1955], are 14 per cent fewer than 
in 1954 at the same date. 


tiem report also takes note of some 
statistics of possible significance in 
the pipeline field. In the year ending June 
30, 1955, authorized certificates for new 
pipeline construction were nearly 25 per 
cent fewer than those of the previous year. 
The gas transmission industry’s market is 
capable of great potential expansion. But 
the pipeline companies must look beyond 
the present gas supplies committed to 
them for new supplies for future markets, 
the report states, before they undertake 
the enormously expensive job of extend- 
ing their transmission systems. Under 
present conditions, which the report likens 
to a “chain reaction of uncertainty,” thou- 
sands of families who want gas and have 
been waiting for it will have to keep on 
waiting. 

While the figures quoted, in the view- 
point of the writers of the report, cannot 
























be called conclusive, they almost certainly 
indicate that the search for gas is being 
de-emphasized. So long as the gas regu- 
lation issue continues in its present tur- 
bulent state, the writers feel it is safe to 
say that most producers are concentrating 
on drilling projects which give the bright- 
est prospects of producing oil. It is also 
likely, they insist, that some new gas dis- 
coveries will not be marketed, but will be 
shut in and retained, awaiting future de- 
velopments. 
On this point, the report states: 


It is entirely proper that producers 
should take this course. They have no 
moral obligation to search for gas 
rather than oil. They have no 
moral or legal obligation to sell gas for 
interstate transmission, beyond the 
terms of present contracts. It is easy 
enough for a producer to go bankrupt 
in the oil and gas industry without de- 
liberately courting the artificial hazards 
of bureaucracy. 


The report concludes that the regu- 
lation of the present, if continued indefi- 
nitely, will shorten supply. That inevita- 
bly will raise, not lower, prices. But, even 
that will seem a minor matter, the report 
asserts, even though it involves an invest- 
ment of billions by the industry and its 
customers—compared to the shadow of 
this precedent of regulation which falls 
across the whole area of the American 
economy. 


ben pamphlet, written by Mr. Smith 
for the distributor companies joined 
in the Council of Local Gas Companies, 
takes a totally different and opposing 
view. It seeks to demonstrate that the 
passage by Congress of the Harris and 
Fulbright bills, eliminating federal con- 
trol of the prices of natural gas at the 
wellhead, would work severe financial 
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hardship on the consumer, as well as on 
the pipeline companies and distributors 
who bring gas from the wells to the cus- 
tomer. 

Mr. Smith states that in 1938, when the 
Natural Gas Act was passed, the indus- 
try had one-third the number of custom- 
ers it had in 1954; and only 28 per cent 
of marketed production moved in inter- 
state commerce. Yet Congress found its 
regulation “necessary in the public 
interest.” 

Thanks to two factors—namely, the 
comparative price advantage enjoyed by 
natural gas over competitive fuels and 
the administration of the Natural Gas Act 
by the FPC—pipelines have grown 64,- 
000 miles in length, to the tune of a total 
investment of over $4.8 billion. Mr. 
Smith believes that the Natural Gas Act 
was responsible for the boom in the sense 
that it assured just and reasonable inter- 
state prices to distribution companies, 
and assured an adequate supply of gas 
for specific projects. 


| iain filings for increases in 
pipeline rates began in 1950, the 
former FPC official declares. He adds: 


The predominant cause of the in- 
creases in pipeline company rates is be- 
yond question the increased cost of gas 
purchased in the producing fields to- 
gether with claims for similar allow- 
ances for gas produced by the pipeline 
companies. A study of the staff of the 
Federal Power Commission in 1954... 
indicated that some 84 per cent of the 
pipeline increases were due to higher 
costs of purchased gas... . Thus in 
the largest of the rate increases filed by 
pipeline companies, that of Texas East- 
ern Transmission Corporation in 1952 
for $41,000,000 (of which about $33,- 
000,000 was allowed), it was stated 
that the cost of gas had increased $26,- 
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000,000 or 50 per cent on an Mcf basis 
in two years. 

The filing of Tennessee Gas Trans- 
mission Company in November, 1954, 
for an annual increase of $8,816,000 
lays the entire increase to increases in 
prices by producers. 

The filing by United Gas Pipe Line 
Company in September, 1955, for an 
increase of $8,838,000 is interesting in 
this connection in that it shows the 
claimed increase in the cost of gas in 
the field, $13,413,251, would exceed 
its entire net income of $13,402,546 for 
the test year ended April 30, 1955. 

The foregoing are not isolated illus- 
trations, but, rather, the examples are 
altogether representative. Increases in 
the price of gas in the.southwest pro- 
ducing areas are almost entirely re- 
sponsible for the substantial increases 
obtained by pipeline companies in re- 
cent years. It is noteworthy that seven 
states in the Southwest produced about 
86 per cent of all the natural gas pro- 
duced in this country in 1953. Unfor- 
tunately, all the evidence points to fur- 
ther, and substantial, increases in field 
prices, unless the increases are effec- 
tively restrained by federal regulation. 


_o has happened since the U. S. 
Supreme Court ruled that FPC had 
jurisdiction over producer sales to inter- 
state pipelines? Mr. Smith states that the 
producers up to June 30, 1955, filed for 
rate increases aggregating $30,888,000. 
From July 1, 1955, to December 15, 1955, 
the increases sought by them amounted to 
$17,658,000. Pipeline companies filed for 
increases which were suspended in the 
amount of $16,519,400 during the period 
January 1, 1955, to the last date for which 
information is available, December 15, 
1955. This represents a low figure in 
comparison with other recent years, the 
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public utility consultant points out. He 
suggests that producers may have been 
somewhat cautious in seeking increases 
while the Congress has been considering 
bills designed to curtail the jurisdiction of 
the commission. But in any event, he says, 
the facts show that the Supreme Court’s 
decision has had the effect of slowing 
down the filings for rate increases to dis- 
tributors in the last year or so. 
The writer then goes on to say: 


When the Natural Gas Act was 
passed in 1938, the cost of gas pur- 
chased by pipelines in the southwest 
producing areas was about 4 cents per 
Mcf. This, the writer believes, was a 
compensatory and not a distressed rate. 
The basis for this conclusion is the 
writer’s experience in determining the 
cost of gas produced in the same areas 
at about the same time by pipeline pro- 
ducers. The cost of production to the 
pipeline companies was considerably 
less than the cost of gas purchased from 
others, thus allowing for a good mar- 
gin of profit in the approximate 4-cent 
rate. True there was distress among 
some producers of natural gas, but this 
was in areas where there were no pipe- 
line outlets and much of the gas could 
not be marketed. 


seni with the boom in pipeline 

construction, the price of gas in the 
southwest producing fields started to 
climb, from 5.3 cents per Mcf in 1946 to 
9.2 cents in 1953, according to Bureau of 
Mines averages. But these, the writer in- 
sists, do not clearly indicate another fact 
—that the rates paid by pipelines to the 
producers in new contracts have been far 
above the national averages. Pipeline 
transmission systems, in the years since 
1953, have consistently paid higher prices. 
Mr. Smith cites examples of recent 20- 
year purchase contracts between produc- 
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“WELL, I’VE GOTTA GET ON DOWN TO MY JOB AT THE BANK. 
CALL ME IF YOU NEED ” 


ers and pipeline companies providing for 
periodic increases, tax reimbursements, 
and escalator clauses which he believes 
will bring the terminal price to as much as 
28.5 cents per Mcf, making “30-cent gas” 
a distinct possibility in the foreseeable 
future. 

According to the former FPC official, 
three types of escalator clauses found in 
most producer contracts have had signifi- 
cant effect on price levels. Renegotiation 
or redetermination clauses call for rene- 
gotiating the price at stated intervals, of- 
ten on the basis of the average of the three 
highest prices paid by pipelines in the area 


under similar conditions. Two-party fa- 
vored nation clauses provide that if the 
buyer pays another producer a higher 
price for gas produced in the same dis- 
trict, he will increase the price paid under 
the contract by a sum equal to the differ- 
ence. Third-party favored nation clauses, 
the third type, provide that the contract 
price shall be increased to the amount paid 
by other purchasers for similar gas in the 
same area. 

Mr. Smith describes the effect of such 
clauses in the following words: 


. . . the price structure is such that 
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prices in the producing areas gravitate 
to the highest. The distributors of nat- 
ural gas are caught in a maelstrom by 
such producer price mechanisms. Dis- 
tributors are obligated to serve the 
the needs of their service areas. As the 
population increases and the service 
areas grow, more gas is required to 
render adequate service. Ironically, the 
purchase of additional gas by a dis- 
tributor not only results in a higher 
price for the additional quantity, but 
often springs the escalatory trigger 
which increases the price of all the gas 
it buys and, frequently, gas which oth- 
er distributors buy as well. 


, iene writer is equally critical of state 
laws, such as exist in Kansas and 
Oklahoma, setting minimum prices for 
gas sold at the wellhead, much of which 
moves thereafter into interstate trans- 
mission systems. In this way these states 


control to a substantial degree the prices 
of natural gas which moves in interstate 
commerce, what the writer feels is a “‘con- 
stitutional incongruity,” in view of the 
commerce clause in the Constitution of 
the United States. 


He further states: 


Such minimum price laws, it should 
be noted, are not patterned after public 
utility regulatory statutes which are 
aimed at obtaining just and reasonable 


rates, or of fixing maximum rates, but — 


are directed towards increasing rates 
through the fixing of the minimum 
price which may be charged. They are 
thus opposed to the basic principle of 
rate regulation. They are aimed at forc- 
ing the prices in one direction only— 
upward. 


Since the boom in pipeline construction, 
Mr. Smith notes, a seller’s market for gas 
has prevailed in the southwest producing 
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fields. The only real competition he finds 
is among purchasers who seek adequate 
supplies of gas to meet the needs of ulti- 
mate consumers. He maintains that it is 
largely by virtue of this seller’s market 
and the relatively small number of large 
producers which seem to dominate it that 
the unsound price structure, as he de- 
scribes it, has been fashioned. FPC statis- 
tics cited show that nine producers, and 
persons associated with them, sold 373 
per cent of the gas purchased from pro- 
ducers by pipeline companies in 1954; 
the next sixteen sold 20.6 per cent; the 
next eighteen 11.9 per cent. Thus 43 pro- 
ducers, it is said, sold 70 per cent of the 
gas purchased in the field by interstate 
pipeline companies in 1954. 


ee complicating factor, and a 
distinguishing characteristic of the 
business, is that gas cannot be freely mar- 
keted in the various ways many other 
commodities are sold, the writer states. 
Pipelines cannot be moved from one lo- 
cation to another. Investments in both 
transmission and distribution facilities 
are permanently dedicated. The public 
utility consultant feels that this invest- 
ment is in jeopardy so long as there is no 
contractual assurance as to price, and 
that this can be attained only if the price 
is effectively regulated. He asks: How 
else can the Federal Power Commission 
“assure the maintenance of just and rea- 
sonable prices at the end of the transmis- 
sion line, where the distributors take the 
gas, if it has no effective regulatory au- 
thority at the point where the gas enters 
the line?” 

Another point, the author makes, is 
that if prices continue to rise, the pipe- 
lines will lose their industrial market, 
which is highly competitive, and without 
such sales, to distribute the seasonal load 
factor more evenly and help carry the 
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cost of pipeline operation, the price to res- 
idential and commercial consumers might 
have to be pushed upward as much as 100 
per cent. 


N short, Mr. Smith finds it is reasonable 
to conclude that the potential in- 
crease in the price of natural gas over the 
next few years is to be measured in bil- 
lions of dollars unless effective contin- 
uing federal regulation of producer prices 


can halt a present inflationary spiral. He 
opposes the “reasonable market price” 
standard, as contained in the Harris and 
Fulbright bills, because in his view such 
a guiding principle would ipso facto legal- 
ize all prices in contracts entered into at 
arm’s length between willing buyers and 
willing sellers, and leave the regulator 
with no effective means of control of 
prices at places where natural gas enters 
interstate commerce. 





Oklahoma Commission Rules on Accelerated Depreciation 


XN important order to the utility indus- 
try as a whole, and one which has 
received comparatively little attention, 
was issued on June 29, 1955, by the cor- 
poration commission of Oklahoma. This 
order, which became a modification of 
earlier rate orders involving rates and 
charges of the Oklahoma Natural Gas 
Company, is significant because it is the 
first commission order which ruled spe- 
cifically on the rate-making aspects of 
liberalized depreciation. 

The earlier rate orders which permit- 
ted the company to increase natural gas 
rates specified that ‘““The company should 
accrue annual depreciation on its books in 
conformity with amounts allowed for fed- 
eral income tax computation.” 

However, since this order was made 
prior to the enactment of the liberalized 
tax depreciation provisions of the 1954 
Internal Revenue Code, the company 
asked the commission to modify the above 
order since, under § 167 of the code, taxes 
are reduced during the earlier years of the 
life of the property being depreciated and 
increased during the later years of the 
property’s remaining life. The problem 
which the commission faced was the 
reconciliation of its prior order which re- 
quired actual taxes to be used in comput- 
ing the cost of service with a normaliza- 


tion of taxes and the consequent benefits 
arising therefrom under the provisions of 
§ 167 of the Internal Revenue Code. 

The commission, after noting that “The 
depreciation applied to the public utility 
properties of the company subject to de- 
preciation allowance in connection with 
the federal income tax computation at the 
time these orders were entered was on a 
straight-line basis and at a rate of 3.3 per 
cent,” went on to say “That sound public 
utility accounting practices substantiate 
the request of Oklahoma Natural Gas 
Company as set forth in its application.” 


5 tee order issued by the corporation 
commission is a most thoughtful 
document and may well suggest ideas to 
other commissions contemplating the issu- 
ance of rate orders with respect to the 
treatment of liberalized depreciation. The 
commission’s order said in part: 

“The company shall continue to accrue 
depreciation on its books in conformity 
with procedures in effect immediately 
prior to this order established by the com- 
pany under Order No. 25558 and con- 
tinued in effect under Order No. 27476 on 
properties subject to depreciation allow- 
ance which were constructed prior to Jan- 
uary 1, 1954, and on properties construct- 
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ed thereafter to which accelerated depre- 
ciation or amortization of emergency fa- 
cilities is not applied. The company shall 
provide on its books of account and for 
rate base and rate determination purposes 
for depreciation on properties as to which 
accelerated depreciation or amortization 
of emergency facilities is used for income 
tax purposes at rates consistent with those 
for like properties to which accelerated de- 
preciation or amortization of emergency 
facilities is not applicable (the total of 
which depreciation is hereinafter referred 
to as ‘normal depreciation’) in the follow- 
ing manner, viz: 

“(a) The public utility rate base of the 
company will be decreased annually by 
the amount of normal depreciation on 
public utility property including the pub- 
lic utility property on which the accelerat- 
ed depreciation or amortization of emer- 
gency facilities is used for federal income 
tax computation purposes. 

“(b) The expense deductions for de- 
preciation on public utility property in 
rate determination matters shall be based 
on normal depreciation for all depreciable 
public utility property, including the pub- 
lic utility property on which accelerated 
depreciation or amortization of emer- 
gency facilities has been taken for federal 
income purposes. 

“(c) The federal income tax computa- 
tion shall be made for rate-making pur- 
poses, using normal depreciation as to all 
depreciable public utilities on which ac- 
celerated depreciation or amortization of 
emergency facilities has been taken for 
federal income tax purposes. 

“(d) The earnings of the company for 
rate determination purposes (rate base 
and rate making) shall be computed on the 
basis of normal depreciation and any tax 
savings effected by the application of ac- 
celerated depreciation or amortization of 
emergency facilities shall not be included 
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in such rate determination computations. 
Any such savings may be treated as in- 
come on the books of account of the com- 
pany or placed in reserve, or may be partly 
treated as income and partly placed in re- 
serve in such amounts and proportions and 
at such times as may be determined by 
the management of the company to be 
good business practice. (Italics supplied. ) 

“It ts further ordered that the company 
be required to keep memoranda balance 
sheet accounts for both the investment 
subject to accelerated depreciation and the 
depreciation reserve applicable to such 
investment; that under no circumstances 
will the amount of accelerated deprecia- 
tion be included in operating expenses or 
in reducing the rate base. 

“Tt is further ordered that in making its 
annual report to this commission the com- 
pany will earmark Unappropriated Earned 
Surplus Account on the balance sheet and 
on the following page will show the sav- 
ing in this account at the end of the first 
year and at the close of each succeeding 
year for which a report is submitted due 
to the adoption of the depreciation provi- 
sions of § 167 of the Internal Revenue 
Code of 1954. The company will also, un- 
der the income statement, earmark fed- 
eral income taxes and on the following 
page, under appropriate note, explain the 
amount of saving in federal income taxes 
due to the adoption of the depreciation 
provisions of said § 167.” 


i is of interest to note that on July 18, 
1955, the Oklahoma commission issued 
an order with respect to the Public Serv- 
ice Company of Oklahoma but restricted 
it to accounting purposes only — saying 
that “This order shall not be construed as 
an adjudication of any issue which may 
arise in any future rate proceeding.” 
With respect to electric utilities, as of 
this date, fourteen commissions have is- 
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sued eighteen orders. Of these orders, 
nine prescribed a restricted or appropriat- 
ed surplus method of accounting, seven 
prescribed the tax reserve method, and two 
were denials of application. 


O* special interest along this line was 
the recent opinion of the Ohio Public 
Utilities Commission in the Cleveland 
Electric Illuminating Case, modifying a 
temporary order of last September. The 
Ohio commission, in its subsequent order, 
directed the Cleveland utility to account 
on its books for that portion of its prop- 
erties which are subject to an accelerated 
depreciation (pursuant to election under 
§ 167) in the same manner as its other 


properties—and to accrue depreciation for 
the same—at rates consistent with rates 
for other property not subject to acceler- 
ated depreciation. 

The recent Ohio commission order fur- 
ther provides that during the service life 
of any of its properties—with respect to 
which the utility has elected accelerated 
depreciation, and where a net difference 
in future taxes in any year results—such 
difference should be charged or credited 
to provisions for future federal in- 
come taxes. Correspondingly, the com- 
pany would also credit (or charge) the 
net difference to a reserve account for fu- 
ture federal income taxes. 

—C. P. GUERCKEN. 





Notes on Recent Publications 


A BIOGRAPHICAL sketch of one of the na- 
tion’s great natural resources—“T ungsten, 
the Story of an Indispensable Metal’— 
gives an alive and glowing personality to 
a cold hard metal. Tungsten is a fascinat- 
ing and curious substance and has quality 
characteristics not equaled by those of any 
other metal. Its greatest virtue is that 
quality that makes it indispensable in to- 
day’s world — its ability to retain its 
strength at high temperatures. Tungsten 
has the highest melting point of any metal 
known to man — 6,152° Fahrenheit. In 
hardness tungsten carbide is second only 
to the diamond. The addition of tungsten 
materially increases the hardness and heat 
resistance of steel at high temperatures 
and this quality is called hot hardness or 
red hardness, and that puts tungsten metal 
into a category all its own. 

The story of tungsten involves some 
fairly brave personalities ; noteworthy dis- 
coveries ; invisible light, and sounds beyond 
the range of the human ear ; wars won and 
the course of history altered ; modern mass 
production and destruction ; and comforts 
for our daily lives far beyond the dreams 
of our forebears. How little we actually 
know of the part played by tungsten in 


modern times in all electronic devices and 
developments, in jet power plants, and in 
everything symbolic of the atomic age is 
brought home to us with terrific impact 
after just a few minutes spent with this 
booklet. 

It is not a scientific paper, nor is it a 
promotional piece of literature, but it is 
boiled down essence of facts told in an 
absorbingly interesting manner concern- 
ing an indispensable commodity produced 
in abundance in this country. 

To prepare such a practical and in- 
formative digest requires a certain amount 
of knowledge of the subject. This back- 
ground the author has shown, her inter- 
est in strategic metals dating from World 
War II when she was a member of War 
Production Board’s committee on indus- 
trial salvage. 

This story is designed for the general 
public, for schools, colleges, and for any 
quick reference shelf. 

TUNGSTEN, THE STORY OF AN INDIS- 
PENSABLE METAL, by Mildred Gwin An- 
drews, 28 pp. Illustrated. December, 1955. 
The Tungsten Institute, Washington, 
D. C. Price $1.50. 
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FPC Hearing on Gas Imports 
Set 


HE Federal Power Commission has 
scheduled consolidated hearings to 
commence February 14th on applications 
by Midwestern Gas Transmission Com- 
pany and Tennessee Gas Transmission 
Company, both of Houston, Texas, in- 
volving the proposed import and export 
of natural gas from and to Canada. 
Midwestern is proposing to build a 
$97,988,000 pipeline project extending 
from a connection with Tennessee’s sys- 
tem near Portland, Tennessee, to a point 
on the U. S.-Canadian border where it 
would receive 204,000,000 cubic feet of 
natural gas per day from Trans-Canada 
Pipe Lines, Ltd., near Emerson, Manitoba. 
Tennessee is also proposing to sell up 
to 86,755,000 cubic feet of gas daily to 
Trans-Canada near Niagara Falls, New 
York, for export to the Montreal, Can- 
ada, area. 


Committee Approves Niagara 
Bill 
HE Senate Public Works Committee 
recently approved, 6 to 2, a bill that 
would authorize New York state to build 
and operate an electrical power project at 
Niagara Falls. By the same vote, the com- 
mittee rejected a bill of Senator Homer 
E. Capehart (Republican, Indiana) that 
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would allow private utility companies to 
develop the hydroelectric project on the 
U. S. side of the Niagara river at the falls. 

Senator Herbert H. Lehman (Demo- 
crat, New York) was joined by fifteen 
other Democratic Senators and one Re- 
publican, Senator William Langer (Re- 
publican, North Dakota), in sponsoring 
the public power development bill which 
the committee approved. 

Committee Chairman Dennis Chavez 
(Democrat, New Mexico) said he hoped 
to get the legislation to the Senate floor 
“very soon.” He predicted the Senate 
would approve it. 

Lehman later said he was confident the 
Senate would approve the bill. He also 
predicted the Senate would accept two 
changes which he and Governor Harri- 
man of New York had agreed upon since 
the bill was introduced. 


AGA to Sponsor Legal 
Symposium 
HE American Gas Association will 
sponsor a legal symposium covering 
various phases of the natural gas legisla- 
tion now before Congress. The symposi- 
um will be held at the Waldorf Astoria 
hotel in New York city on April 9th, 10th, 
and 11th. 
Discussions on the first day will cover 
a broad outline of legislation presently 
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before Congress. Procedural aspects of 
the Harris-Fulbright bills from the view- 
points of producer, pipeline, and distrib- 
uting company will be analyzed. Another 
topic at the first meeting will be the im- 
pact of these bills on contract prices. 
The second session will be devoted to 
determination of a “reasonable market 
price” for gas and to summarizing alter- 
nate proposals, constitutional problems, 


and defects in the present Harris-Ful- 
bright bills. 

The third day of the symposium will 
be devoted to explanations and interpre- 
tations of recent judicial decisions on 
cases involving the Natural Gas Act. 
This discussion also will include other 
problems pertaining to distribution, un- 
derground storage, and other operational 
topics. 


Alabama 


Hydroelectric Project Planned 


HE Federal Power Commission an- 

nounced recently that Alabama Pow- 

er Company, Birmingham, had filed a 

license application for a proposed $109,- 

155,000 hydroelectric project on the Coo- 
sa river in Alabama and Georgia. 

The project would consist of four new 


water-power installations and redevelop- 
ment of an existing dam. An initial 360,- 
800-kilowatt capacity is planned. 

The FPC previously issued Alabama a 
preliminary permit for the project so the 
company could make surveys and investi- 
gations necessary to prepare its license 
application. 


Illinois 


Gas Firm Sues over City Tax 


. new utility taxes effective 

January Ist were challenged in a suit 
filed last month in circuit court by the 
Peoples Gas Light & Coke Company. 
Both temporary and permanent injunc- 
tions to restrain collection of the taxes 
were asked. 

The three ordinances, enacted by the 
city council on December Ist as author- 
ized by the 1955 state legislature, levied 
gross receipts taxes of 5 per cent on Peo- 
ples Gas, 2 per cent on Illinois Bell Tele- 
phone Company, and 1 per cent on Com- 
monwealth Edison Company. The tele- 
phone and electric utilities already were 
paying franchise taxes of 3 and 4 per cent, 
respectively, on their gross receipts in 
Chicago. 

The tax on Peoples Gas, according to 
the suit, would increase gas bills for 
about 1,000,000 customers by a total of 


5.6 per cent. The additional .6 of 1 per 
cent includes collection expense, addition- 
al state utility taxes, and added miscel- 
laneous expenses. 

The suit contended the taxes violate 
the Illinois Constitution and state cities 
and villages act because they are nonuni- 
form and discriminatory. The company’s 
other principal allegation is that the tax 
exacts compensation from the gas com- 
pany for use of city streets in violation of 
its 1855 state charter. 


Edison Agrees to Buy Power 
System 


 Papramgaenenge EpIson COMPANY 
last month agreed to purchase the 
power transmission and distribution facili- 
ties of Produce Terminal Corporation for 
cash and stock totaling approximately 
$4,800,000. Produce Terminal supplies 
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electricity to some 300 customers in the 
stockyards area and in the Central Man- 
ufacturing district. 

The agreement, announced by Willis 
Gale, Edison chairman, and James F. Don- 
ovan, trustee of the Central Manufactur- 
ing district and vice president of Produce 


Terminal, is subject to approval by the 
state commerce commission. 

Edison’s standard Chicago rate sched- 
ules will be applied to the customers served 
by Produce Terminal, officials of the util- 
ity said. In most cases the rates are similar 
to those the customers now pay. 


Kentucky 


Suggests City Buy Utility 


| ahaa that the city of Louisville 

acquire and operate the Louisville Gas 
& Electric Company, as an alternative to 
raising its one per cent occupational tax, 
was made recently by Sam Ezelle, secre- 


tary-treasurer of the Kentucky Federation 
of Labor. The utility is now a privately 
owned stock corporation. 

In 1945, a citizens’ group headed by 
former Mayor Wilson W. Wyatt advo- 
cated city purchase of the utility, but no 
action resulted. 


Missouri 


Fire Districts Seek Right to Tax 
Utilities 
Ss Louis county fire protection districts, 
which stand to lose $40,000 to $50,000 
annually in revenue from public utilities 
and railroads as a result of a recent state 
supreme court decision, voted last month 
to seek Governor Phil M. Donnelly’s help 
in revising tax laws. 

Governor Donnelly, who had announced 
that he would call a special session of the 
state legislature if voters approve a $75,- 
000,000 bond issue at a special election on 
January 24th, would be asked to include 
in his call, so that legislators may give it 
immediate consideration, the question of 
special taxation for fire districts. 


Public utilities and railroads in the St. 
Louis area have withheld payment of spe- 
cial taxes for fire, water, and sewer dis- 
tricts because the state supreme court ruled 
last September that such levies were unau- 
thorized in a case involving property of the 
Kansas City Power & Light Company. 

In addition to seeking legislative relief, 
fire protection districts were urged by the 
attorney for the West Overland district to 
bring an action in circuit court at Clayton 
against utilities and railroads that have 
withheld tax payments. He doubted that 
the prospective special session of the leg- 
islature could take action because of pres- 
sure of other work. It might be three years, 
he argued, before the law was repaired, 
and meanwhile the revenue would be lost. 


Nebraska 


Power Addition OK’d 


$16,500,000 addition to the Omaha 
Public Power District’s massive 
North Omaha power station has been au- 
- thorized by OPPD directors, it was an- 
nounced last month. The new 100,000- 
kilowatt generating unit is to be completed 
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by May, 1959. A similar unit is now under 
construction and is expected to be com- 
pleted by May, 1957. 

Upon completion of the two units, 
OPPD’s total operating capacity will be 
boosted by 69 per cent to a total of 490,- 
000 kilowatts. Present capacity is 290,000 
kilowatts. 
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Cost of the new addition, including the 
structure housing it and the substation, 
will be $15,500,000 and the river intake 
will cost an additional million dollars. 

Directors pointed out that any capacity 
of the new unit load immediately required 
by OPPD will be available for sale to in- 


New 


Commissioner Appointed 
© pence Robert B. Meyner recently 
appointed Deputy Attorney General 
Ralph L. Fusco, of Metuchen, to be a mem- 
ber of the state public utility commission. 


terconnected utilities for a limited period 
of time. 

The new generating unit will be a con- 
ventional fuel-burning power plant. Atom- 
ic power for the needed additional OPPD 
generating capacity was ruled out for sev- 
eral reasons. 


Jersey 


Mr. Fusco, who has been acting prosecu- 
tor of Passaic county for the last year, was 
named to succeed Mrs. Hortense F. Kess- 
ler, of Orange, who resigned to return to 
private law practice in Newark. 


Oklahoma 


Gas Rate Increase Approved 


hem state corporation commission last 
month approved an increase in rates 
for Oklahoma customers of Consolidated 
Gas Utilities Corporation. 

The new rates, amounting to an in- 
crease of some $402,000 a year, went into 
effect January 5th, Richard W. Camp, 
Consolidated Gas president, said. The 
company had asked for an annual increase 


of $417,000 in July, 1955. 


The increased rates apply to all Con- 
solidated customers in Oklahoma, Mr. 
Camp explained, with the maximum in- 
crease for any one consumer 85 cents a 
month. Users will pay 25 cents more for 
the first thousand cubic feet, 18 cents more 
for the next two thousand, and 6 cents per 
thousand over previous rates for the next 
seven thousand cubic feet. 

Mr. Camp said the increase allows a 6 
per cent rate of return on a depreciated 
original cost rate base. 


Rhode Island 


Utility Rate Probe Proposed 


A RESOLUTION proposing an investiga- 
tion of Rhode Island gas, electric, tel- 
ephone, and water rates was introduced in 
the state legislature last month by Senator 
Lewis, Warwick Republican. 

Lewis, who unsuccessfully sponsored a 
similar measure last year, said that Rhode 
Island gas and electric rates are about the 
highest in the country. Low gas pressure in 
sections of Warwick during a recent cold 
spell, he further declared, created a hazard 
both to the safety and health of gas cus- 
tomers. 


His proposal calls for an investigation 
by an engineer appointed by the governor 
and an accountant named by the lieutenant 
governor. An appropriation of $15,000 
would be made to pay the investigators, 
who would have authority to demand at- 
tendance of witnesses and to call in 
records. 

They would report to the legislature 
later in its current session. 


Public Representative Asked 


—_——— for the creation of 
position of public counselor, to rep- 
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resent the ratepayer in public utility rate 
cases, was revived by Governor Roberts 
in his annual message to the state legis- 
lature early last month. 

The governor said the number of rate 
cases in recent years, “and the ever-present 
possibility of further requests for rate in- 
creases,”’ made it essential that a rate case 
be recognized for what it is; namely, “an 
adversary proceeding in which the public 


has an immediate stake. While the division 
of public utilities presently carries the bur- 
den of evaluating rate applications, and 
passing upon them, its work would be im- 
measurably aided if the rate cases of the 
public utilities were subjected to examina- 
tion and cross-examination by the public 
counselor.” 

Similar proposals have been rejected at 
past sessions of the state legislature. 


Virginia 


Would Accelerate Taxes 


pecmmagen Stanley, in his message to the 
state legislature last month, asked 
that the deadline for paying state taxes 
on individual and fiduciary income, to- 
gether with taxes on public utility corpo- 
rations, be moved forward several months 
to produce what he described as an initial 
“one-short windfall” of about $48,500,- 
000 to help start a state building program. 

During the first year of its operation, 
such a tax program would require two tax 
payments within a single 12-month period. 
Thereafter, the income taxes would be 
payable each year on April 15th instead of 


December 5th and the public service cor- 
poration tax deadline would be June Ist 
instead of October Ist. 

Repeal of the state’s automatic tax re- 
duction act also was recommended by the 
governor, who said the effectiveness of the 
tax acceleration plan was dependent on 
such action. State Senator Harry F. Byrd, 
Jr., author of the act, had earlier said he 
would have no objection to its repeal. 

The unique Virginia tax reduction or 
credit act provides for automatic state in- 
come tax reductions whenever the state 
general fund total revenues for a given 
year exceed the governor’s budget esti- 
mate by a specified minimum amount. 


Washington 


PUD Purchase of Dam 
Approved 


ern court approval was given in 
Pasco last month to Chelan County 
Public Utility District purchase of the 
Puget Sound Power & Light Company’s 
Rock Island dam project on the Columbia 
river. At the same time, the district and 
the company announced two long-term 
power agreements which, in effect, make 
them production partners. 

Under one agreement, the Puget Sound 
Company will join in financing the pro- 
posed Rocky Reach dam upstream from 
Rock Island. It is a $200,000,000 to $250,- 
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000,000 venture. The company, in return, 
will get about half the power from it. 

The other agreement provides for the 
firm to get about half the power from 
Rock Island. The latter, built about twen- 
ty-five years ago, was the first power dam 
on the Columbia. 

United States District Judge Sam 
Driver approved the agreement under 
which the PUD will pay $28,276,200 for 
the dam and power facilities. The action 
marked a negotiated windup to court con- 
demnation proceedings which the district 
instituted against the power firm’s prop- 
erties several years ago. 





Progress 
of 





Regulation 


Trends and Topics 


Return Related to Rate Base Theory 


——— figure applied to the number of dollars found to represent the 

rate base of a public utility produces the number of dollars to be allowed 
for return. Comparisons of such percentage figures, however, may be mislead- 
ing if the method of rate base determination is overlooked. The net income to 
the public utility company must meet the standards established by courts and 
commissions involving such factors as attraction of capital, cost of money, 
risk, and comparable returns. 

The interrelationship of rate of return and rate base is discussed in “Rate 
of Return,” by Ellsworth Nichols, at page 408, published by Public Utilities 
Reports, Inc. The obvious fact is noted that a utility would rather earn 6 per 
cent of $90,000,000 than 5 per cent of $100,000,000. Commissioner Catterall 
of the Virginia commission, in the Chesapeake & Potomac Telephone Company 
Case (85 PUR NS 435, 495), observed that the financial interest of stock- 
holders “‘is not in the rate base or the rate of return as such, but in the product 
of the two figures.” 

The Supreme Court, in the Hope Case (51 PUR NS 193), recognized the 
relationship between earnings and rate base when it said that rates could not 
be made to depend upon “fair value” when the value of the going enterprise 
depends on earnings under whatever rates may be anticipated. The question 
was said to be whether a rate order viewed in its entirety meets the require- 
ments of the regulatory act. The statutory standard was said to govern the 
result reached and not the method employed. 


Rate of Return on Reproduction Cost 


The possible variation in percentage allowances for return as applied to dif- 
ferent kinds of rate bases is illustrated in recent decisions by the Ohio commis- 
sion in the Ohio Fuel Company Case and the Ohio Water Service Company 
Case (reviewed in Pusiic UTILITIES FoRTNIGHTLY, January 5, 1956, at page 
68). The commission based natural gas rates on a rate of return of 3.42 per 
cent applied to a rate base measured by reproduction cost. A return of 3.39 per 
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cent was allowed on the rate base of the water company determined by the same 
method. The over-all percentage return of 3.42 per cent, according to the 
commission, would provide for servicing debt and allow earnings of 9.99 per 
cent on equity capital of the gas company. The return of 3.39 per cent would 
provide earnings of 13.48 per cent on the equity of the water company. 


Variation in Return Percentages 


An examination of decisions on rate of return allowances discloses the 
fact that the realities of this situation have not been ignored. For example, the 
Nebraska commission, in the Lincoln Telephone & Telegraph Company Case 
(71 PUR NS 129), established rates on a scale calculated to produce rates 
of return ranging from 3.15 per cent on a reproduction cost rate base to 6.49 
per cent on a cost rate base, with intermediate percentage figures on other bases 
considered. In the Mountain States Telephone & Telegraph Company Case 
(89 PUR NS 341), the Wyoming commission authorized an increase in rates 
which would yield a return between a low of 5.23 per cent on a present value 
rate base and a high of 7.50 per cent on an original cost rate base. 

The Maine commission, in the Central Maine Power Company Case (7 
PUR3d 15), said that-a rate of return should vary depending upon the weight 
given in the rate base to original cost and current value factors. A return of 
5.8 per cent was allowed on a rate base determined after consideration of cur- 
rent value and other factors. 

The Kentucky court of appeals, in the Citizens Telephone Company Case 
(94 PUR NS 383, 386), rejected an argument that where the commission 
had allowed a 6 per cent return on an original cost rate base, a higher rate base 
with a 6 per cent rate of return would have supported the full rate increase 
sought. The court declared that the fallacy in the argument was that it as- 
sumed the rate of return should remain the same regardless of the method or 
formula used in determining the rate base. 

The Michigan commission, however, in a Michigan Bell Telephone Com- 
pany Case (5 PUR3d 301, 308), criticized a disregard of the facts relating 
to the rate base. Rejecting contentions for the consideration of various con- 
troversial rate base elements, the commission said there was no justification 
“for beguiling the public by adopting a low relative rate of return and relating 
it to an unreal, speculative, mythical, and excessive rate base.” 


Implications of Capital Cost Element 


Allowance of a small rate of return on a fair value, or reproduction cost, 
rate base because of the weight given to cost of capital, discussed in the Ohio 
cases mentioned above, raises several interesting questions: What capital costs 
should be considered—current or historical? If historical cost of capital is 
given weight, what happens to the theory in “fair value” states that public 
utility property values and rates should rise and fall during different economic 
eras, like those of unregulated business? Is this a move towards a rate base 
measured by capitalization—a return basis consistently disapproved for many 
years? 
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Review of Current Cases 


Interim Telephone Rate Increase Granted and 
Opposition Testimony Criticized 


HE New York commission granted 
the New York Telephone Company 
a temporary rate increase calculated to 
yield a return of 6 per cent pending ap- 
peal to the New York court of appeals 
from a court decision reversing the com- 
mission’s denial of a $68,850,000 rate in- 
crease (8 PUR3d 229). The interim in- 
crease of $8,052,000 was to be made up 
largely by schedule adjustments. Simul- 
taneously the commission dismissed New 
York city’s petition for a rate reduction. 
The additional revenues were to be ob- 
tained from higher rates for extension of 
private branch exchange and private line 
stations, private branch exchange and or- 
der equipment, and upgrading of service 
in exchanges which have grown to the ex- 
tent that they have moved into a higher 
rate bracket. Hotels were also allowed to 
charge an extra penny on outgoing local 
calls in recognition of the fact that gen- 
eral increases in price levels have occurred 
in recent years and further increased costs 
to the hotels will result from the present 
decision. 


Rate Base 


The commission used an original cost 
rate base, since the company’s claim for 
higher rates was based on the findings of 
the previous denial order of the commis- 
sion (5 PUR3d 33), which likewise used 
such a base. No allowance was made for 
working capital. The company’s claim for 
working capital was made up entirely of 
the cost of materials and supplies on hand. 
It argued that since materials and supplies 
represent physical property, they must be 
included in the rate base even if fully off- 
set by current liabilities. The commis- 
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sion’s rejection of this claim was based 
upon a study of working capital require- 
ments, indicating that moneys advanced 
by ratepayers exceeded the working asset 
requirements, including materials and 
supplies. 

The commission also said it would not 
tolerate the use of a fallacious year-end 
rate base method, however popular it 
seems to have become elsewhere. Another 
computation involved an entire twelve 
months already elapsed at the beginning 
of these hearings and would purport to 
compensate for a deficiency of earnings 
in that past period. The commission also 
rejected this exhibit as incompetent. 


Cost of Money 


No cost-of-capital study was presented 
by the company. This was not considered 
objectionable, however, since the commis- 
sion had heard extensive and elaborate 
testimony on this subject in the original 
rate proceeding. Noting that there has 
been a considerable rise in stock market 
prices which has tended to reduce the cost 
of equity capital, the commission said that 
it hesitated to give much weight to this 
“spot” factor, particularly in a bull mar- 
ket which has displayed some notable ele- 
ments of instability. The commission also 
alluded to the new income tax law which 
eliminates the penalty rate on consolidat- 
ed tax returns and thus increases the value 
to the Bell system of a given earning rate 
on the part of its subsidiaries, one of 
which is the New York Telephone Com- 


pany. 


Opposition Testimony Criticized 
Before weighing the evidence pertain- 
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ing to a rate increase, the commission con- 
sidered the main body of proof submitted 
by the city of New York in support of its 
petition for a rate reduction. The city’s 
principal witness claimed that the cost of 
capital to the Bell system and to the New 
York Telephone Company could be and 
should be far less than it actually was. He 
arrived at his conclusion as to a fair rate 
of return by taking an assumed debt ratio 
of 50 per cent as against an actual debt 
ratio of about 32 per cent. Then he as- 
sumed that an adequate rate of return on 
common stock would be about 6.25 per 
cent on its par value. 


The commission observed, however, 
that there is grave danger in accepting 
theoretical testimony as to proper financ- 
ing as against actual experience. It also 
questioned details as to the processes used 
in the theoretical calculation, pointing out 
the dependence on conditions of a boom 
market, the lack of allowance between the 
mathematical calculation of earnings-price 
ratio and the practical effects of attempt- 
ing to float a large new security issue, and 
the lack of investigation as to the condi- 
tions behind the market which produced 
the witness’ rather low earnings-price 
ratios, and which, if recognized, might in- 
validate all conclusions drawn therefrom. 

The commission referred to one ex- 
hibit which showed that a much higher 
cost of money would have resulted from 
the use of market conditions in 1953 and 
1954 instead of the very recent period on 
which the witness depended. It observed 
that the fluctuations of the stock market 
during the very period of these hearings 
indicated how quickly prices might be sent 
to their earlier levels with very great ef- 
fect on any such mathematical computa- 
tions. The witness also omitted any allow- 
ance for the elements known as market 
pressure and underpricing which have 
elsewhere been almost universally conced- 
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ed to be necessary elements in the cost of 
financing. 

The commission also criticized the fact 
that the witness had obviously failed to 
take into account the fact that the electric 
companies for which he ascribed a 6.25 
per cent cost of equity capital had actually 
been earning in excess of 9 per cent on 
their equities. Furthermore, he was not 
consistent in utilizing the 6.25 per cent 
earnings-price ratio. Knowing that it was 
applicable from its very derivation to the 
entire equity, the witness, nevertheless, ap- 
plied it only to the par value of the com- 
pany’s stock, disregarding the additional 
equity investment represented by pre- 
miums and surplus. This tended to deprive 
the company of a return on more than 
$50,000,000 of its capital invested in 
plant. 

The witness was further subject to 
criticism in that he disallowed a part of 
the income taxes actually and unavoid- 
ably incurred by the company on the 
ground that they would not be incurred 
under his hypothetical financial structure. 

He also omitted bank debt and other 
short-term notes from capitalization and 
from computations of debt ratio. The 
commission concluded that this was 
wrong, particularly in the case of New 
York Telephone Company, where bank 
loans were incurred specifically to finance 
construction. It said that “there is not the 
slightest excuse for such omission.” The 
commission believed that these errors 
destroyed any probative value that the tes- 
timony might have. 

The commission pointed out that in 
prior cases affecting the company it has 
never fixed an arbitrary debt ratio. It has 
recognized that in the incurring of debt 
reasonable room should be left for the 
exercise of managerial discretion. This 
has never been construed to mean, how- 
ever, that a lower than system average 
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debt ratio for the company should be per- 
mitted to operate to the disadvantage of 
its customers, or that wasteful methods of 
financing would be condoned. Admitting 
that it faces difficult problems, the com- 
mission said that it welcomes all the as- 


sistance that any municipality or interest- 
ed party could give it in reaching a 
determination. The city’s testimony, how- 
ever, was considered of no help. Re New 
York Teleph. Co. et al. Cases 17352, 
17440, December 13, 1955. 


Natural Gas Company Recovers for Distributor Gas 
Diverted to City Power Plant 


HE United States court of appeals af- 

firmed a judgment in favor of the 
Kansas-Nebraska Natural Gas Company, 
Inc., in two consolidated actions against 
the city of Hastings, Nebraska, to recover 
for gas supplied and to prevent the city 
from using, in its power plant, gas 
furnished under a redistribution agree- 
ment. The city operated a municipal gas 
distribution system as well as an electric 
plant and obtained gas from the company 
for their operation, under separate con- 
tracts providing different rates for each 
use. The redistribution contract contained 
an exclusionary clause to the effect that it 
would not cover gas used by the city in its 
power plant. It also provided for a demand 
charge, besides a regular commodity 
charge. To insure an ample margin of dis- 
tributor gas, the city saw fit to subject the 
company to a substantial demand require- 
ment. 

Under the power-plant contract, gas 
was supplied on an interruptible basis. 
This contract the city purported to cancel 
under a notice provision, but continued to 
use purchased gas in its power plant. 

The court refused to entertain the city’s 
claim that the exclusionary clause in the 
redistribution agreement was void, be- 
cause that question had already been ad- 
judicated adversely to the city in a pro- 
ceeding brought by it before the Federal 
Power Commission (98 PUR NS 1), 
which decision was affirmed upon appeal. 


Rights As to Demand Gas 


The city asserted that it had a right to 
use any excess of gas available under its 
demand contract in any manner it desired, 
and that it was obliged to make payment 
only on that basis. The company, on the 
other hand, insisted that the city could not 
use such gas in its power plant or pay for 
it under its distributor contract, and that 
any gas it consumed for that purpose must 
be paid for in accordance with the power- 
plant contract. 

The court agreed with the company. It 
held that the city must pay for the gas 
diverted to its power plant on the basis 
of the power-plant contract rate, since the 
company had, subsequent to the cancella- 
tion, offered to continue to supply power- 
plant gas on the same terms as were pro- 
vided in the canceled agreement. The city 
had no basis other than this offer, said 
the court, on which to take and use gas for 
its power plant. 


Interruptible Service and Mutuality 

The city urged that the power-plant 
contract was void for want of mutuality. 
It argued that since the supplying of gas 
under this agreement was on an inter- 
ruptible basis, there existed no such obli- 
gation on the part of the company as could 
constitute consideration for a power-plant 
contract. 

But, said the court, the mere fact that 
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the agreement had an interruptible basis 
does not make the situation one where the 
company could have arbitrarily refused to 
supply any power-plant gas, or one where 
its promise to supply such gas, with in- 
terruptible safeguard, would be so illusory 
or lacking in substance as to leave it in- 
capable of constituting an adequate legal 
consideration. And, moreover, even if the 


agreement imposed a mere unilateral obli- 
gation, the supplying of gas under its 
terms and the use of the gas by the city, 
while the agreement was still operative, 
necessarily gave rise to a legal obligation 
on the part of the city to pay according to 
the terms of the instrument. City of Has- 
tings, Nebraska v. Kansas-Nebraska Nat. 
Gas Co. 226 F2d 419. 


Federal Court Refuses to Disturb Franchise Gas Rates 
On Contractual and Jurisdictional Grounds 


HE federal district court dismissed an 

action brought by a natural gas trans- 
mitting and distributing company to pre- 
vent four Nebraska cities from interfer- 
ing with the company’s establishment of 
rate increases applicable to their municipal 
areas. At the time of this action, the com- 
pany served these cities under franchise 
ordinances prescribing the rates to be 
charged. Requests had been made upon the 
cities to pass new ordinances authorizing 
the desired increases, but the requests were 
rejected. 

The court found that even if the in- 
creases were obtained, total revenues from 
the company’s entire operations would 
still not afford the 6 to 64 per cent rate of 
return, which the court indicated would 
be fair and reasonable. It was amply 
shown that rate increases in these cities 
were necessary, if the company were to 
earn a fair and reasonable return. 


The Contractual Question 


The four cities contended that the com- 
pany was estopped to assert that it was 
being deprived of its property without due 
process of law because of the rate inade- 
quacies, on the ground that the rate pro- 
visions of each franchise ordinance, once 
accepted by the utility, became a contract 
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binding on the parties for the duration of 
the franchise. The Nebraska law, which 
the court said governed this point, pro- 
vides that cities shall have power to grant 
a franchise for a specified maximum 
period and shall fix the amount that may 
be charged for service. 

The court agreed with the contention 
of the cities on the contractual point. “De- 
spite the patent disparity between the 
power to regulate gas rates and the power 
to contract concerning them,” said the 
court, “no reason would seem to exist why 
both functions may not reside concurrent- 
ly in the same public body.” Nor was any 
obstacle apparent that would prevent the 
rate regulating provisions of the several 
ordinances from attaining the status of a 
contract upon the acceptance and enjoy- 
ment of the franchise by the company. 


Jurisdiction and the Johnson Act 


Another issue in sharp controversy was 
the power of the court to enter the kind 
of judgment sought by the company. The 
court observed that in order to grant the 
judgment requested, it would have to 
suspend the operation of the several rate 
structures embodied in the franchise 
ordinances. It became apparent, therefore, 
that the company was simply endeavoring 
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to have the existing rate provisions in- 
validated. 

In denying both the power of the court 
to enter the judgment sought, as well as its 
jurisdiction, the cities relied upon the 
Johnson Act, 28 USC § 1342, which de- 
nies jurisdiction to the federal district 
courts over orders affecting rates fixed by 
a state rate-making body where (1) juris- 
diction depends solely on diversity of 
citizenship or a constitutional issue, 
(2) the order does not interfere with in- 
terstate commerce, (3) reasonable notice 
and hearing were had, and (4) a plain, 
speedy, and efficient remedy may be had 
in the state courts. The several cities, 
through their respective councils, were 
held to be rate-making bodies within the 
meaning of the statute. 

The court ruled that the applicability 
of the statute depended upon the existence 
of all four of its specified conditions. The 
first one, it was noted, was plainly present, 
as was also the second relating to inter- 
state commerce. The court indicated that 
a mere inadequacy of local rates compe- 
tently prescribed for imported natural gas 
does not “interfere with interstate com- 
merce,” within the sense of the Johnson 
Act. 

The third condition posed the question 


whether the offending ordinance rate pro- 
visions were enacted after reasonable no- 
tice and hearing. The court held that they 
were. On this question the company con- 
tended that because notice and hearing 
were not prescribed by the statute law of 
Nebraska but were left in this instance to 
the discretion of the city councils, it was 
immaterial whether there was any actual 
notice or hearing. 

“What the Johnson Act requires,” said 
the court, “is the giving of such notice and 
the allowance of such hearing as are ade- 
quate to meet the minimum standards of 
due process.” Noting, moreover, that the 
rate provisions of the ordinances were 
prepared, proposed, and actively solicited 
by the company, the court said the com- 
pany was in no position at this late date 
to question the validity of the notices and 
hearings underlying the ordinances. 

That a plain, speedy, and efficient rem- 
edy was available in the state courts, as 
required by the fourth condition pre- 
scribed in the statute, was not seriously 
denied by the company. All of the condi- 
tions thus being met, the Johnson Act ap- 
plied, and the court declined to exercise 
jurisdiction. Kansas-Nebraska Nat. Gas 
Co. v. City of St. Edward et al. 134 F 
Supp 809. 


Expansion of Gas Pipeline Systems Found Feasible and 
Authorized Along with Imports and Exports 


OINTLY considering applications filed 
by three natural gas pipeline compa- 
nies—Pacific Northwest Pipeline Corpo- 
ration, El Paso Natural Gas Company, 
and Nevada Natural Gas Pipe Line Com- 
pany—the Federal Power Commission au- 
thorized them to expand their operations 
and construct additional facilities for that 
purpose in accordance with the provisions 
of § 7 of the Natural Gas Act. Pacific 


Northwest was further authorized, under 
§ 3 of the act, to import a substantial daily 
volume of gas from Canada and to export 
a lesser amount to that country. 

The companies proposed to construct 
additional pipelines and compressor facil- 
ities, which were shown to be adequate 
and were found to be required by the 
public convenience and necessity. Each 
company’s supply of gas, as well as its 
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prospective markets, was also shown to 
be satisfactory. 

The commission regarded Pacific 
Northwest’s project, including the impor- 
tation and exportation of gas, as econom- 
ically and financially feasible. An incre- 
mental rate of return study indicated a 
rate of return of 1.70 per cent for the first 
year, 7.80 per cent for the second, 5.70 
per cent for the third, 7.80 per cent for 
the fourth, and 13.3 per cent for the fifth 
year. 

The company proposed to finance the 
project by issuing 75 per cent of the cost 
in 4} per cent first mortgage bonds, 10 
per cent in 54 per cent interim notes, and 
15 per cent in common stock. The capital 
structure of the company after completion 
of the contemplated financing was com- 
puted to be 59 per cent first mortgage 
bonds, 28.4 per cent bank and other notes, 
and 12.6 per cent common stock together 
with premium and surplus. 

The incremental rate of return for 
E] Paso was estimated at 5.94 per cent for 
the first year of operation, 6.14 per cent 
for the second, and 6.38 per cent for the 
third year. This applicant proposed to 


finance the new construction by bond is- 
sues, short-term bank loans, common stock 
issues, and the use of earnings. The capi- 
talization of the company after such 
financing was calculated to be 66.9 per 
cent long-term debt, 10.8 per cent pre- 
ferred stocks, and 22.3 per cent common 
equity. The commission concluded that 
El Paso’s proposals were economically 
and financially feasible. 

As with the other companies, the eco- 
nomic and financial feasibility of the 
Nevada Natural project was satisfacto- 
rily established. The rate of return result- 
ing from the contemplated expansion of 
operations was estimated to be 6.87 per 
cent for the first year, 4.16 per cent for 
the second, and 8.91 per cent for the third 
year. The company showed that it could © 
market bonds and stock sufficient to 
finance the expansion. After the proposed 
financing, the capitalization would be 52.8 
per cent long-term debt, 24 per cent pre- 
ferred stock, and 23.2 per cent common 
stock together with premium and earned 
surplus. Re Pacific Northwest Pipeline 
Corp. et al. Opinion No. 289, Docket Nos. 
G-8932-G-8934 et al. November 25, 1955. 


FPC Empowered to Inquire into Reasonableness of 
Rates in Natural Gas Certificate Proceedings 


O* applications jointly heard, the Fed- 
eral Power Commission granted cer- 
tificates of public convenience and neces- 
sity to various independent natural gas 
producers and a natural gas pipeline com- 
pany authorizing the transportation and 
sale of gas for resale and the construction 
of facilities necessary for that purpose, 
under § 7 of the Natural Gas Act. 

The New York Public Service Commis- 
sion and a number of distribution compa- 
nies served by the applicant pipeline com- 
pany advanced objections that the Federal 
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Power Commission should require the 
elimination from the gas sales contracts of 
the producers certain escalation clauses 
and deny the requested certificates, unless 
the producers would file and prove the 
justness and reasonableness of their initial 
rates. 

The commission declared that it was 
vested with ample power to inquire into 
the justness and reasonableness of the 
producers’ rates in proceedings for cer- 
tificates under § 7 of the Natural Gas Act. 
Because, however, of the special economic 
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and other conditions presented in certifi- 
cate applications by independent pro- 
ducers, the opinion indicated, the commis- 
sion has not deemed it prudent to expend 
the time required to resolve rate issues 
raised at that stage. Nor has it been prac- 
tical to inquire into the reasonableness of 
producer rates in all producer certificate 
proceedings. But by a standard reserva- 
tion in its orders, the commission may re- 
serve its “unquestioned right under the 
act,” upon its own motion or upon com- 
plaint, to inquire later into the reasonable- 
ness of such rates. This procedure affords 
distributing companies and consumers 
adequate protection against unlawful 
rates. The commission found, neverthe- 
less, that the proposed price of gas to be 
purchased by the pipeline company from 
the producers would not adversely affect 
the economic feasibility of the pipeline’s 
operations or the public convenience and 
necessity which require its service. 

With respect to the objection relating 


to the escalation clauses, the commission 
observed that the mere presence of escala- 
tion clauses in contracts filed in support 
of certificate applications does not permit 
the filing company to change rates solely 
by reason of those clauses. Changes in 
rates must be made, said the commission, 
under the procedures provided in § 4 of 
the Natural Gas Act. 

Commissioner Digby, taking issue with 
the majority of the commission in a con- 
curring opinion, declared that a certificate 
of public convenience and necessity is 
neither required nor properly issued, un- 
der the Natural Gas Act, for construc- 
tion and operation of facilities of a 
producer or gatherer. The action of a 
majority of the commission in issuing a 
certificate for such facilities, said the com- 
missioner, is improper, for it represents 
an assertion of power denied by Congress. 
Re Tamborello et al. Opinion No. 287, 
Docket Nos. G-3045 et al. November 28, 
1955. 


Commission Lacks Authority to Order Utility to Build 
Within Town Limits without Local Consent 


pene industrial customers of an elec- 
tric company, residing within a town, 
petitioned the Massachusetts commission 
for an order compelling the company to 
continue serving them. The town itself 
operated a municipal lighting plant which 
furnished electricity within the municipal 
borders. 

For many years, the company and the 
town had had a contract under which the 
company was allowed to run its wires on 
the town’s poles. Upon expiration of the 
contract, the town had notified the com- 
pany that thereafter the municipal plant 
would service the industrial customers. 

The commission first ruled that it has 
jurisdiction to order an electric company 


to furnish service upon petition of a per- 
son having a place of business where the 
corporation is engaged in the sale of elec- 
tricity, upon a showing that the party has 
been aggrieved by neglect or refusal of 
the company to supply service. In this case, 
however, there was no issue of neglect or 
refusal to serve. 

But an order requiring the electric com- 
pany to furnish service after its contract 
right to string wires on the poles of the 
municipal plant had expired, said the com- 
mission, would be difficult, if not impossi- 
ble, to enforce. There was no statute re- 
quiring a town to permit a company to 
erect poles within its limits for the pur- 
pose of carrying the company’s wires. 
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Although the commission probably had 
jurisdiction to compel the town to furnish 
service, the town was already willing and 
eager to do so. The commission did not 
have jurisdiction to compel a private util- 


& 


ity to build within the town limits without 
the consent of the selectmen. The petition 
was dismissed. Curtis Products, Inc. v. 
Worcester County Electric Co. DPU 
11486, November 4, 1955. 


Commission Lacks Jurisdiction to Prohibit Utility 
Company from Selling Appliances 


HE commission’s dismissal of a pro- 
ceeding brought by a mercantile asso- 
ciation to prohibit a gas utility from en- 
gaging in the private business of selling 
air-conditioning equipment was affirmed 
by the Arkansas supreme court. The com- 
mission, agreed the court, did not have 
general supervision over all of the dealings 
of a public utility corporation, but only 
had supervision of public utility activities. 
Just as a municipal corporation could 
act in either a governmental capacity or a 
proprietary capacity, so also a_ public 
service corporation could act in some mat- 
ters of business as a public utility and in 
other matters of business as a private cor- 
poration. 

The company’s charter gave it the 
power to sell equipment, so it was not 
claimed that the company was acting out- 
side the scope of its corporate authority. 
Moreover, an injunction against ultra vires 
acts is a matter for a court and not a point 


e 


on which the commission might exercise 
jurisdiction. 

The court made it clear that the ques- 
tion of whether the legislature had power 
to prohibit a public utility from acting in 
a private capacity was not the issue in this 
case. 

The basis for the court’s conclusion 
was that the present statutory laws did not 
give the commission authority to act. 

The mercantile association had urged 
that the company was sustaining an annual 
loss in its private business of selling air- 
conditioning equipment, and that the loss 
was carried into the rate base for the pub- 
lic utility charges. Such a question, com- 
mented the court, is a matter for the com- 
mission in fixing a rate base and cannot 
be used to confer jurisdiction on the com- 
mission for granting an injunction against 
nonpublic utility business. Associated Me- 
chanical Contractors of Arkansas v. Ar- 
kansas Louisiana Gas Co. 283 SW2d 123. 


No Overreaching of Certificate by Bus Line 


AY order of the Pennsylvania commis- 
sion ruling that a bus line had ex- 
ceeded its certificated authority was re- 
versed on appeal to the superior court. It 
was held that the evidence did not support 
the order. 

The bus line was authorized to origi- 
nate group transportation within a speci- 
fied township. Pursuant to such authority 
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it furnished charter bus service to a group 
of persons which boarded the bus within 
the township. Many or all of the group 
would actually come from a point imme- 
diately outside the township and beyond 
the certificated authority of the bus line. 

The question was, in the commission’s 
view, whether the challenged transporta- 
tion was necessarily related to the uncer- 
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tificated territory, so that the bus line made 
a “holding out’ to serve the area under 
circumstances in which the actual place 
of loading was a mere subterfuge. The 
court ruled that there was no evidence 
presented from which any improper “hold- 
ing out” might be inferred. The fact, said 
the court, that the place of loading was 
immediately adjacent to the uncertificated 
point from which the passengers came does 
not constitute a violation of the bus-line’s 
authority. 

The commission urged that the termina- 
tion of the group movement not at the 
place of origin within the certificated ter- 


= 


ritory but at the place from which the 
passengers actually came revealed the true 
intent of the bus line to violate its certifi- 
cate. 

Again evidence was lacking. Noting 
that the bus-line’s certificate did not im- 
pose any restriction as to such termina- 
tion point, the court observed that since 
the appellant originated the challenged 
transportation within its certificated area, 
it was permissible for it to discharge the 
passengers at any return point convenient 
to them. Schuster d/b/a Schuster’s Bus 
Lines v. Pennsylvania Pub. Utility Com- 
mission, 117 A2d 828. 


Merger of Telephone Companies Approved as Aid to 
Expansion and Administration 


_. North Carolina commission ap- 
proved the joint application of two 
telephone companies requesting authority 
to merge. They operated in contiguous 
territories, and one of the companies 
owned nearly all of the voting stock of 
the other. 

It was shown that the proposed merger 
would facilitate the financing of an im- 
provement and expansion program of the 
applicants. The commission found that 
the merger would also improve their ad- 
ministration and result in a stronger op- 
erating utility. 

The companies proposed an exchange 
of stock whereby the survivor would offer 
new common on the basis of par value and 
new preferred, having the same par value 
and dividend requirement as the old 
stock, share for share. This exchange 
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proposal, being considered sound, was 
approved. 

An original cost and related reserve 
study had been completed with respect to 
the properties of the surviving company, 
but the books of the other company re- 
flected no such property valuation. Its 
plant account balances and the related de- 
preciation reserves were consequently re- 
quired to be maintained until an original 
cost and related reserve study could be 
made and approved by the commission. 

Despite some variances in the rates of 
the two companies, the existing rates of 
the expiring company were ordered to be 
continued in effect pending the outcome 
of the commission’s determination as to a 
proper level of rates. Re Concord Teleph. 
Co. et al. Docket P-16, Sub 20, December 
14, 1955. 


Accounting Prescribed for Accelerated Depreciation 


by an electric company electing to adopt 
one of the methods of accelerated depre- 


HE Ohio commission prescribed the 
accounting procedure to be adopted 


211 
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ciation authorized by the 1954 federal in- 
come tax law. The three specific methods 
of determining depreciation for federal 
tax purposes are: straight line, declining 
balance, and sum of the years-digits 
methods, as well as other consistent meth- 
ods producing results similar to the declin- 
ing balance method. 

The Internal Revenue Code permits the 
taxpayer to adopt one of these several 
methods with respect to facilities con- 
structed, reconstructed, or acquired and 
initially used after December 31, 1953. 
The adoption of a method of accelerated 
depreciation will result in reducing in the 
early years of the life of the property cer- 
tain amounts of federal income taxes with 
respect to the property affected. The 
amount and extent of such net difference 
in taxes will depend upon the nature and 
the volume of the facilities from time to 
time added to the taxpayer’s plant, as well 
as the election of the taxpayer as to 
whether certain of these facilities shall be 
subject to accelerated depreciation. 

The commission said that if the com- 
pany elects to adopt one of the methods of 
accelerated depreciation, it should be re- 


2 


quired to account appropriately for and to 
use the funds resulting from the reduction 
of taxes, and the funds should not be avail- 
able for the payment of dividends. 

The commission provided that the 
company should account for that portion 
of its properties which are the subject of 
accelerated depreciation in the same man- 
ner as its other properties, and to accrue 
depreciation therefor at rates consistent 
with its rates for like property not subject 
to such depreciation. 

During the service life of any of the 
company’s properties with respect to 
which it has elected accelerated deprecia- 
tion, and in any year in which a net differ- 
ence of federal taxes on income results 
therefrom, the company should charge to 
“Provision for Special Reserve” and 
credit to a “Special Reserve” amounts in 
total for each year equal to such net dif- 
ference in taxes. The commission re- 
served, however, for further determina- 
tion the particular other liability account, 
if any, to which such “Special Reserve” 
should be transferred. Re Cleveland Elec- 
tric Illum. Co. No. 25,731, September 13, 
1955. 


Rival Gas Certificate Applicant Wins Court Approval 
On Showing of Feasible Proposal 


| oa Idaho supreme court reversed the 
decision of the state commission 
denying the certificate application of In- 
termountain Gas Company and granting 
that of Idaho Natural Gas Company, a 


rival applicant. The companies sought 
authority to establish a natural gas dis- 
tribution system in certain counties in the 
state. 

Intermountain expended considerable 
sums of money in preparing to qualify for 
certification by the commission. The 
company employed experts, canvassed 
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prospective customers, and prepared com- 
plete plans for its proposed system. It 
presented a statement of its organization, 
officers, directors, and stockholders, as 
well as a financial statement. Idaho Nat- 
ural made no offer of such statements, 
presenting only a relatively cursory study 
of its proposed system. 


Systems Proposed 


Intermountain produced plans for an 
investment during the construction period 
of approximately $8,000,000, and for the 
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laying of distribution lines in the central 
areas of each community in the area it 
proposed to serve. The plans contemplat- 
ed a balanced load of industrial, commer- 
cial, and residential customers, with pro- 
vision made for later extensions as de- 
mand might require and as gas might be- 
come available. The proposal was accom- 
modated to the limited supply of gas avail- 
able and was undisputedly feasible, finan- 
cially and economically, within the known 
gas supply. 

Idaho Natural’s proposal contemplated 
a capital investment during the construc- 
tion period of about $16,000,000 and the 
laying of approximately twice the footage 
of distribution lines that the other com- 
pany proposed. Idaho Natural intended 
to pipe all of the built-up areas in each 
community, though no canvass had been 
made to determine whether there would 
be customers available on the piped 
streets, on the disputed assumption that 
the system could be constructed more eco- 
nomically by building it all at once. 

The court observed that Idaho Nat- 
ural’s plan anticipated future costs, which 
is not a proper basis for rate making. Pub- 
lic utilities, said the court, are not permit- 
ted to include anticipatory capital expendi- 
tures in their rate base. Only property 
actually placed in the public service can be 
included. 

Thus, in establishing a rate base 
for this company, the state commission 
would be confronted with the problem of 
separating that part of its plant actually 
in service from that part not in use, dur- 
ing the years required to develop the busi- 
ness to such a point that all of the initial 
installation would be put in operation. But 
such development, the court noted, pre- 
supposes an unlimited supply of gas which 
was not indicated by the evidence in this 
case. 

Since Idaho Natural relied upon a sup- 


ply of natural gas far in excess of the 
amount presently available, said the court, 
it becomes apparent that its plan is un- 
sound and unworkable when related to the 
existing gas supply. The court asserted 
that the commission could not speculate on 
the future availability of gas, nor join the 
applicant in such speculation, but must 
confine its determinations to facts sus- 
ceptible of demonstration. For otherwise 
it would commit itself in advance to allow 
unused installation to be included in the 
rate base and to authorize excessive rates 
in order to provide a return on such in- 
vestment. 


Divergent Rate Proposals 


The rate proposals of the two com- 
panies were marked by considerable dif- 
ferences, the rates of Intermountain being 
generally substantially lower than those of 
Idaho Natural. The court said it was ap- 
parent that Intermountain’s proposals 
would result in a larger consumption by 
commercial and industrial consumers, 
both firm and interruptible, in proportion 
to the domestic consumption of firm gas, 
while Idaho Natural’s plan emphasized 
consumption and would result in a dis- 
proportionate volume of available supply 
devoted to that use. Uncontradicted ex- 
pert testimony indicated, however, that a 
well-balanced system requires a market 
for a large volume of commercial and in- 
dustrial gas in order to make it financially 
sound and to enable it to supply gas for 
domestic consumption at a reasonable rate. 
On cross-examination, Idaho Natural ad- 
mitted, in effect, that its rate proposals 
were not financially sound. 

In these circumstances, said the court, 
the commission did not regularly pursue 
its authority in approving Idaho Natural’s 
application. It should have granted Inter- 
mountain’s application and issued to that 
company the requested certificate. The 
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cause was consequently remanded to the 
commission for further proceedings con- 


sistent with the court’s opinion. Re Inter- 
mountain Gas Co. et al. 289 P2d 933. 


Gas Service Extensions Denied for Lack of 
Supporting Evidence 


_—— Massachusetts commission dis- 
missed without prejudice an applica- 
tion by the Boston Gas Company for au- 
thority to extend service in several towns 
near Boston. The application was filed 
under a statute providing that the com- 
mission may authorize a gas company to 
extend service to towns other than those 
named in its charter. 

Being compelled in the near future to 
lay new feeder mains in the territory, the 
company desired to engineer them so as to 
accommodate several additional towns. 
No estimates of cost or concrete plans for 
rendering service were presented in sup- 
port of the application, though, on the oth- 
er hand, no opposition was offered at the 
hearing by any other distributing com- 
pany. 

The commission was nevertheless of the 


opinion that the statute under which the 
authority was requested intended that the 
commission pass upon the justification of 
the extensions “from a system economic 
standpoint.”” The commission should con- 
sider, it was said, whether the proposed 
extensions will place an inordinate burden 
on other customers or whether the new 
service may be expected to be self- 
supporting. 

Indicating that it had no objection to 
the proposed service and would hasten to 
approve it on a proper record, the com- 
mission expressed the belief that it was 
entitled to know the extent of the con- 
templated construction, when it would be 
undertaken, how much it would cost, and 
what were the anticipated financial re- 
sults. Re Boston Gas Co. DPU 11540, 
11541, December 21, 1955. 


Restricted Permit for Gas Project Granted and 
Rates Approved Subject to Renegotiation 


HE North Dakota commission author- 

ized a gas company to construct and 
operate a transmission pipeline and distri- 
bution system between certain communi- 
ties within the state. The commission was 
satisfied that adequate storage facilities 
were available, and it assured, by the or- 
der, that a maximum number of com- 
munities in the state would be served with 
native natural gas. 

It was felt that to grant a certificate 
without reservation or condition would 
constitute a breach of trust on the part of 
the commission. To permit the company 
to transport 90 per cent of native natural 


FEBRUARY 2, 1956 


gas of the highest value out of the state, 
commented the commission, would justify 
a legislative investigation into the com- 
petency and standards of conduct of the 
commission. 

The commission’s order directed exten- 
sions into other communities which the 
commission felt could adequately be 
served by the company. 

Franchises granted by a number of 
cities and villages were held to be invalid 
in that they did not conform with state 
laws which required a reservation of a 
percentage of native gas for use in the 
exercise of the franchise rights. Any 
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transporting, selling, or distribution of gas 
by the company within the confines of the 
communities which had granted the in- 
valid franchises, said the commission, 
would be unlawful until the franchises 
were amended to conform with the law, 
or new franchises in conformity with the 
law were enacted. 

Proposed consumer rates were ap- 
proved subject to renegotiation of the 
wholesale price paid by the company for 
dump gas, and the furnishing of a bond to 


insure indemnification of ratepayers in the 
event such rates were found excessive at 
the end of a specified period of time. The 
commission had found that the wholesale 
contract price was higher than a maximum 
it had set and clearly out of accord with 
the regional and national average prices, 
thus affecting consumer rates which were 
based upon the wholesale price set forth in 
the contract. Re Montana-Dakota Utili- 
ties Co. Case Nos. 5351, 5353, November 
25, 1955. 


Transit Company Token Rate Increase Granted after 
Depreciation and Working Capital Adjustments 


few Savannah Transit Company was 
authorized by the Georgia commis- 
sion to increase its token rate from four 
for 35 cents to five for 45 cents. No 
change in other fares was requested. In 
proving additional revenue requirements, 
the company cited higher operating ex- 
penses resulting from new wage and pen- 
sion agreements. 

Two major items in the proposed rate 
base were adjusted for the purposes of 
this proceeding. The company applied a 
16 per cent rate of depreciation on its 
buses during the first five years and one- 
half the remaining balance each year 
thereafter. It made a practice of selling 
its buses at the end of five years and 
crediting to surplus any excess of the sell- 
ing price over the net book value. The 
commission said this method resulted in 
excessive depreciation expense during the 
first five years of use of the equipment. 
Estimating the reasonable life of a bus at 
eight years, the commission applied a 
straight-line depreciation rate of 124 per 
cent per annum, which it considered 
adequate. 


The company claimed a substantial 
amount in its rate base for cash working 
capital. Since tax accruals appeared suf- 
ficient to provide for this requirement, it 
was disallowed entirely. 

In determining the reasonableness of 
the token rate increase, the commission 
used the actual revenues and expenses for 
the preceding twelve months, adjusted to 
account for the additional revenue to be 
derived from the rate increase, together 
with proper expense adjustments. The re- 
sulting estimate assumed, however, that 
any decline in traffic would be offset by an 
increase in the average fare resulting from 
a shift of passengers from the use of 
tokens to the payment of cash fares as a 
consequence of the higher token price. On 
the basis of this calculation, the commis- 
sion computed the prospective rate of re- 
turn for the company at 7.9 per cent. This 
figure was not thought to be excessive, 
considering the downward trend in traffic 
which would reduce the rate of return with 
the passing of time. Re Savannah Transit 
Co. File No. 19444, Docket No. 885-U, 
November 7, 1955. 
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Other Recent Rulings 


Discriminatory Telephone Rates In- 
creased. In authorizing rate increases ap- 
plicable to a group of rural telephone sub- 
scribers, who objected that they had been 
promised that the lower rates of a prede- 
cessor company would be maintained as to 
them, the Wisconsin commission asserted 
that the application of rates lower than 
those duly filed to some subscribers within 
a given rate classification is, in the ab- 
sence of justifying facts, unjustly prefer- 
ential and unreasonably discriminatory. 
Re Amery Teleph. Co. 2-U-4466, Decem- 
ber 19, 1955. 


Carrier Exceeding Authority Enjoined. 
The Arizona supreme court, in sustaining 
a lower court decision which enjoined a 
transit company from operating beyond 
its certificated rights, observed that to the 
extent a carrier exceeds the bounds of its 
authority, it operates, in effect, without a 
certificate and may be enjoined from per- 
forming such excess service. Tucson 
Rapid Transit Co. v. Old Pueblo Transit 
Co. 289 P2d 406. 


Franchise Cost as Element of Fair 
Value. The Illinois commission regarded 
the cost of a water company franchise less 
the related reserve, as a part of the orig- 
inal cost of the company’s plant, and to 
that extent such cost constituted one of 
the elements of original cost in determin- 
ing the fair value rate base. Re East St. 
Louis & I. Water Co. No. 42194, October 
19, 1955. 


Approval of New Franchises. New 
franchises granted an electric company by 
municipalities do not require commission 


approval or certification if the company al- 
ready has a valid certificate of public con- 
venience and necessity to serve the terri- 
tory, held the Missouri commission, since 
a certificate of unlimited duration sup- 
ported by proper municipal authority is 
good, absent revocation, as long as the mu- 
nicipality permits the operation by fran- 
chise, sufferance, or otherwise. Re St. 
Joseph Light & P. Co. Case No. 13,154, 
October 25, 1955. 


Federal Aid. The Missouri commission 
held that a statute providing that not 
more than half the cost of a grade separa- 
tion construction should be apportioned to 
the state highway commission was not ap- 
plicable where funds obtained from fed- 
eral sources were to be used to pay the 
cost, and that the statute did not bar the 
commission from approving a contract 
between the railroad and the highway com- 
mission under which the highway commis- 
sion was to bear the entire cost. Missouri 
Highway Commission v. St. Louis-S. F. 
R. Co. Case No. 13,163, October 3, 1955. 


Certificate Amendment. A transferee 
of a motor carrier certificate authorizing 
service in a base area was denied author- 
ity by the Colorado commission to estab- 
lish a branch office in a city outside such 
area where this would have destroyed the 
original intent of the certificate and en- 
abled the transferee to compete with 
common carriers without proof of public 
convenience and necessity or proof that 
existing carriers were not furnishing ade- 
quate service. Re Boulder Truck Service, 
Inc. Application No. 13161, Decision No. 
44676, October 4, 1955. 
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Gain specialized experience, engineering advantages, 


costs 














and complete satisfaction with DELTA-STAR on the job 


When planning a new outdoor substation, take 
advantage of DELTA-STAR’s standardized engi- 
neering and production methods. You save 
money in the process—and need not sacrifice 
your special requirements. 


Simply provide a one-line diagram of your 
proposed installation—for any type of station 
or any voltage rating. Add information about 
ground space available,arrangement and height 
0; circuits. DELTA-STAR engineers then go to 
work for you. 


You receive complete construction drawings. 
When drawings are approved, steel structures 
are fabricated and galvanized under rigid 
DELTA-STAR engineering control. All component 
parts are made ready or provided from stock 
—from anchor bolts to switch operating mech- 
anism. Assembly and erection is quick and easy. 


The result? You hold engineering and erection 
costs to a minimum. You gain satisfaction of a 
job well done. To gain these advantages, check 
DELTA-STAR for your next installation. 


When you want the best in outdoor substations, specify DELTA-STAR. 


DELTA-STAR ELECTRIC DIVISION 
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Why fine new power 
plants everywhere 
have Q-Panel Walls 


Builders of new power plants in all parts of the country 
have specified Q-Panel walls for the following very good 
reasons: 1. Q-Panels are permanent, dry and noncom- 
bustible, yet may be demounted and re-erected elsewhere 
to keep pace with expansion programs. 2. Q-Panels are 
light in weight, thus reducing the cost of framing and 
foundations. 3. Q-Panels have high insulation value .. . 
superior to a 12” masonry wall. 4. Q-Panels are quickly 
installed because they are hung, not piled up. An acre of 
wall has been hung in 3 days. For more good reasons for 
using Q-Panel construction, use the coupon below and 
write for literature. 


Robertson 


Q-Panels 


H. H. Robertson Company 
2424 FARMERS BANK BLDG. °* PITTSBURGH 22, PA. 
Offices in Principal Cities 
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Q-Panel walls grace the new Elrama Pow 
Plant (above) near Pittsburgh. It was cesigng 
by Duquesne Light Company’s Eng ineerin 
and Construction Department. The Dray 
Corporation was General Contractor. 














Q-Panel walls (above) go up quickly in 
any weather because they are dry and 
hung in place, not piled up. 


More than 32,000 sq. ft. of Q-Panels were use 
to enclose the impressive Hawthorn Steam 
Electric Station (left) of the Kansas City, Mis 
souri, Power and Light Company. Ebasco Ser 
vices, Inc., designed and built the plant. 
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Industrial Progress 


CP&L Plans to Add 
Big New Generator 


“AROLINA Power & Light Com- 
Bpany will spend $40,500,000 for new 
onstruction in the next two years and 
plans to add a new generator by mid- 


The two-year construction budget 
vas approved by the board of directors 
Ht its quarterly session recently, The 
program includes completion of a 
180,000 horsepower generating unit 
near Moncure by mid-summer. By 
omparison, the 1958 unit will have a 
apability of 225,000 horsepower. 

Louis V. Sutton, president of Car- 
pina Power & Light, said the turbine- 
renerator for the 1958 unit already 
ad been ordered from Westinghouse, 
pnd that the boiler had been ordered 
from Combustion Engineering. The 
ite for the new unit has not been final- 
ly determined, Mr. Sutton said, but 
it may be at the Moncure location. 

The new unit will boost CP&L’s 
penerating capability to approximately 
} million horsepower, or more than 
four times its capability of ten years 
go. [he new generator is the latest 
ina plan of postwar expansion which 
commenced as soon after World War 
Il as strategic materials became avail- 
ble. 

During the past ten years, CP&L 
as spent $164,000,000 for new con- 
truc'ion, Mr. Sutton said, and ex- 
pects to spend approximately $65,- 
00,000 during the next three years. 
he ompany’s 1956 budget for new 
tons'ruction totals approximately 


20,210,000. 


ublic Service Electric and Gas 
Flo spend $100,000,000 in 1956 


XP NDITURES for electric and 
kas idditions and improvements in 
1956 by Public Service Electric and 

as Company will probably exceed 


$100,000,000, setting a new all-time 
high for the company, Lyle McDon- 
ald, chairman of the board, announced 
recently. More than $380,000,000 has 
been spent by Public Service Electric 
and Gas Company in the last five 
years for new construction. 


Two major electric generating sta- 


tions are under construction, marking 
the first time in the company’s history 
that two such projects are under way 
simultaneously. Engineering work 
and the general development of the 
site have already started for the new 
Bergen generating station in the bor- 
ough of Ridgefield, Bergen County. 
Work is progressing on the new gen- 
erating station at Linden, which 
started early in 1955. 

When these two stations. costing, 
between them, upwards of $229,000,- 
000, are completed and added to the 
Public Service interconnected electric 
system, it is estimated that the com- 
pany’s total electric generating capaci- 
ty in December, 1958, will be about 
3,000,000 kilowatts. This will repre- 
sent a 44 per cent increase in capacity 


over 1955. 


Baltimore Gas Plans 5-Year, 
$211 Million Expansion 


BALTIMORE Gas & Electric Co. 
announced plans to spend more than 
$211,000,000 for additional facilities 
during the next five years. About 
$40,000,000 will be spent in 1956. 

The expenditures for the five-year 
period will include: $166,800,000 for 
the expansion of the company’s elec- 
tric system, $36,975,000 for the gas 
system and about $8 million for mis- 
cellaneous facilities. 

During the past five years, the com- 
pany added more than 82,600 electric 
customers and more than 53,600 gas 
customers. Total electric sales over 
the period rose 39 per cent, while gas 
sales for the past five years have in- 
creased about 118 per cent. 
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$89,000,000 Program Planned 
By Consumers Power 


An $89,000,000 construction and 
improvement program for 1956 was 
announced recently by Dan E. Karn, 
president of Consumers Power Com- 
pany. 

Electric expansion will require ap- 
proximately $62,000,000, with $17,- 
000,000 for gas facilities, and $10,- 
000,000 for buildings and other serv- 
ice property additions. 

“This will bring the total expendi- 
ture since 1945 to $580,000,000,” 
Mr. Karn said, “and is the largest one- 
year program in the company’s his- 
tory. In that period the company’s an- 
nual operating revenues have in- 
creased from $61-million to more than 
$186-million for the 12 months ended 
November 1955, or a growth of 
203%. 

“The record 1956 figure is made 
necessary by the growing use of elec- 
tricity and gas in the company’s 64- 
county Michigan service area, with a 
present aggregate of more than 1,- 
200,000 customers. This total has in- 
creased by 435,000 since 1945.” 

Major power generating additions 
will raise the Consumers statewide 
system capacity to more than 2,000,- 
000 kilowatts. 


Industry Picks 
Carolina Sites 


INDUSTRY last year picked sites 
within Carolina Power & Light Com- 
pany’s service area for 35 new plants 
and 64 expansions, according to a re- 
port released by D. E. Stewart of the 
power company’s industrial develop- 
ment department. 

When completed, this new industry 
is expected to create 12,710 new jobs, 
to release $27,308,500 per year in new 
payroll and total $64,130,000 in capi- 
tal investment. 

(Continued on page 26) 
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INDUSTRIAL PROGRESS—( Continued) 


Mr. Stewart’s report included one 
big military project—the Air Force’s 
$22,600,000 reactivation of Seymour- 
Johnson Field at Goldsboro. It is ex- 
pected to release $11,000,000 per year 
in new payroll to 300 civilians and 
6,000 military personnel. 

New non-military plants will ac- 
count for $12,585,000 in investments, 
create 2,474 new jobs and release 
$5,935,500 per year in new payroll. 
Investment of $18,945,000 by existing 
industry for non-military expansions 
will create 3,936 new jobs and $10,- 
373,000 a year in new payroll, accord- 
ing to Stewart’s report. 

The list covered projects ranging 
from a $10,000 metal-working shop to 
the $5,800,000 expansion of Riegel 
Carolina Corporation at Acme and a 
multi-million dollar addition by So- 
noco Products at Hartsville, S. C. 


International Harvester Catalog 


HEAVY-DUTY utility tractor power 
applied to earth and materials han- 
dling is described in a new folder il- 
lustrating many commercial and in- 
dustrial applications of the new Inter- 
national 300 Utility tractor. More 


American Appraisals meet 
the requirements of Trust Indentures 


An American Appraisal provides all needed facts 
when the trustee must furnish an authoritative 
certificate of value, or verify the existence and 


condition of all assets. 


The 


AMERICAN APPRAISAL 


Company 


Leader in Property Valuation 
Heme Office: Milwaukee 1, Wisconsin 


than a score of special-duty equip- 
ment items readily attached to the 
tractor are shown. Copies may be ob- 
tained from International Harvester 
Company, 180 North Michigan ave- 
nue, Chicago 1, IIl. 


So. Cal. Edison Plans 
$60,000,000 Plant 
SOUTHERN California Edison 
Company is negotiating to acquire ap- 
proximately eighty acres of property 
in the Huntington Beach area of 
Orange County as a site for a steam- 
electric generating station, according 
to an announcement by James F. 
Davenport, vice president and gen- 
eral manager. With the first two 200,- 
000 kilowatt generating units, the 
plant will represent an investment in 

excess of $60,000,000. 

“The record industrial, commercial 
and domestic growth of Southern and 
Central California during recent 
years has created an ever increasing 
demand for more electricity,” Mr. 
Davenport said. Last year alone there 
were more than 85,000 new meters 
added to the Edison system lines. This 
is comparable to supplying the elec- 
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trical needs of the cities of Burbank 
and Pasadena. 


Atomic Energy Commission 
Invites Industrial Participation 
In Many Lines 

GREATER familiarity with — the 
names Zirconium, Hafnium, Peryl- 
lium, and Thorium, among others, 
will be the natural by-product of ex- 
tending the industrial frontier into a 
preserve that has recently been scaled 
by government. Names that once were 
only headaches in a college chemistry 
class will mean big business to inany 
companies. 

The Atomic Energy Commission 
has a contract with the Carborundum 
Metals Company, Inc. of Akron, New 
York for delivery of 200,000 pound 
of zirconium and 4,000 pounds of 
hafnium per year. The commissioy 
needs more. AEC, as the agency i 
popularly known, has plans to solicii 
proposals for delivery of 2 millioy 
pounds of zirconium metal over a 5, 
year period, or 1,200,000 pounds over 
a 3-year period. Proposals would in; 

(Continued on page 28) 


SPEED YOUR 


COLLECTING 


with a 


MATTHEWS BILL RECEIPTING MACHINE 


Public Utilities 
Everywhere! 


Save time, produce neater receipts, and prevent lost 
coupons. Print your official “PAID” stamp on each customer's 
receipt and your cashier's coupon—AND, cut off each 
coupon and deposit it in a locked compartment—all with 
one easy motion! Equip your collection stations with these 


hines NOW! 
three models, adjustable to fit your bill 


forms, these handy machines are furnished with stamps, 
dates, and inked pads ready for immediate use. 


. MATTHEWS & CO. 


BES ST. PITTSBURGH 13, PA. 
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er a5 If you, or your dispatcher, have ever called a 
ds ove! work crew and received no answer because com- 
vuld inf pressors, ditchers and other noises drowned out 


) the radio’s message, or because all men were work- 
ing too far from the truck to hear the call—you 
need Motorola’s **Big Voice’’. 


High noise level is no problem when your trucks 
carry the new “Big Voice’’ 2-way radio system. 
The weatherproof loudspeaker, mounted outside 
the truck cab, shouts with 10 times the normal 
audio power to carry your message clearly hun- 
dreds of feet away. And there’s no more need to 
waste a man on stand-by duty at the truck. 
iE A bonus feature permits the foreman to use the 
“Big Voice’’ asa public address system, using the 
standard ‘‘Big Voice’? mike when he’s in the cab 
and the optional ‘‘Handie-Micro-Talkie” cordless 
mike when remote from the truck. The ‘Big 
Voice’’ radio, audio, and P.A. booster fit com- 
pactly inside Motorola’s standard mobile housing. 
The outside speaker can be muted for normal radio 
use, of course. 











When you buy your next 2-way radio, make it 


t lost 
Motorola’s **Big Voice’’ and get the extra benefits 

















ymer's 
each of this versatile unit. Send for complete descrip- 

| with tive literature today. Complete unit fits inside standard mobile housing Switch from radio to P.A. and back with just a 

these flip of a switch 
eececeseeeveeeeeeveeoeeeeeeeeeeeeeeeeseeeenee eee 
r bill : . 

mps, 

- RF Oo ? Oo: OL A Motorola consistently supplies more mobile and portable : 
e radio than all others combined. e 
° Proof of acceptance, experience and quality. S 
2 -WAY RAD I O ‘ The only COMPLETE radio communications service— : 
specialized engineering ... product... customer ® 
OTBROLA CO ATIONS 8 RO service... parts... installation... . 
maintenance... finance... lease. ‘ 
“The best costs you less—specify Motorola.” e 
a 
e 
e 





Same job—same day—same “80W”’— backfilling and tamping. 


PIPELAYING, BACKFILLING and trench compaction, too, where 


needed — each done expertly by the Cleveland “80W.” This modern | 


machine substantially reduces equipment and manpower require- 


ments on underground construction jobs of all types. That’s why | 


so many users equip each of their crews with a versatile “80 
Check its complete performance features—see how it fits your pro- 


gram—put it to work for you. You'll be money ahead when you do. 


See your local distributor 


THE CLEVELAND TRENCHER COMPANY « 20100 St. Clair Ave., Cleveland 17, Ohio | 





CLEVELAND 

















INDUSTRIAL PROGRESS 
(Continued ) 


clude delivery of as much hafnium 
metal as can be produced from the 
zirconium ores processed. 

In addition to the metal to be pur 
chased by the federal commissj 
quantities of zirconium and h:ifnj 
will be required for privately-fi 
nuclear power projects. This ri 
ment will not be filled from the 
quota or stockpile. 

AEC announced earlier tha 
tends to expand the scope of 
industry participation in the u 
industry. AEC is entertainin 
posals for production of refine | 
nium salts in privately-owned : 
erated milling facilities. The prove 
which will go over to the privat: 
er-operator includes mining, 1 
refining of concentrates, conversi 
uranium salt to uranium fluori 
metal and fabrication of the u 
metal into suitable shapes. Priv 
tivity in this area was only rec 
limited to mining and milling of 
uranium ores. The time to 
proposals for production in priv 
owned and operated mills of i! 
fined uranium compounds has 
extended by the AEC until Octobe 
1, 1956. 


Hartford Electric Light to 
Build 100,000 KW Unit 


PLANS for a large addition to The 
Hartford Electric Light Company's 
steam power plant below Middletow 
were announced recently. It will be 
the largest electric generating unit i 
the company’s history. 

President Kenneth P. Applegate 
stated that the company’s directors hat 
approved a generating unit of abou 
100,000 kilowatts capacity to be in 
stalled as the first addition to the com 
pany’s most recent station, erected i 
1954. The present Middletown: sta 
tion has a capacity of about 72,00 
KW. 

Studies and plans for the project 
are now under way, and it is expected 
that construction work will commence 
in the spring of 1957. 


Reactor Grade Beryllium Meta 
Sought from Private Industry 


THE Atomic Energy Commission i 
currently asking private indus‘ry 
submit proposals to supply re 
grade beryllium metal. These re 
ments have been met in the pas 
production from a government 
plant at Luckey, Ohio, opera‘ed 
the AEC by the Brush Bey 
Company. During January th: 
(Continued on page 30) 
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In a posture hardly genteel. Uf 


He bought trucks in haste, 
Then the costly fact faced, 
That he’d missed the Dodge Dealer’s Deal! 


i it Im 
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1 ‘nium 
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et ura 
aad op 
rove sses 
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1 illing, 
Psion of 
can If you buy a new truck after looking at 
vate ac only one make, it’s like making a deal in the 
recenth dark. A smarter way to buy is to “spotlight” 
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cabin real truck value—weigh and compare com- 
ivately petitive claims with these Dodge truck facts: 
the re 


is. bee Most standard V-8 horsepower of all leading makes— 2- 
ctober ton through 3%-ton range. You'll make faster trips— 
get more work done! 


t to Shortest turning radius. You’ll maneuver in traffic, and 
nit park more easily. 


to Thd Biggest cabs, with biggest wrap-around windshield. You’ll 


‘cto enjoy more comfort, safer vision. 


will bg Highest payload capacities . . . pick-ups providing up to 
unit in ee 22% more payload than others. 


»plegatg Prices down with the lowest. 

ors had 

f abo Next truck you buy, don’t deal in the dark. 
1 ool » Turn a bright light on the facts. See Dodge 
acted in —- before you buy. 
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INDUSTRIAL PROGRESS—( Continued) 


invites proposals for the supply of up 
to 100,000 pounds annually over a 5- 
year period. If acceptable proposals 
are received from private industry, the 
Luckey plant will be placed in a 
stand-by status. Deliveries from the 
private producer are required at the 
earliest practicable date which will 
permit the supplier to attain the neces- 
sary production level, allow for or- 
derly and economical design, con- 
struction and plant shake-down pe- 
riods. A three-month period will be 
allowed in which to prepare proposals 
for submission to the commission. 


Penn Transformer Wins 
AEC Contract 


PENNSYLVANIA Transformer 
Company, Canonsburg, Pa., has been 
awarded a contract for furnishing a 
7,500 KVA transformer for the Na- 
tional Reactor Testing Station, the 
Idaho Operations Office, U. S. Atomic 
Energy Commission, announced. 
Pennsylvania Transformer’s offer of 
$72,293 and 100-day delivery time was 
determined to be the most advanta- 
geous of six bids opened by the Idaho 
Operations Office December 14. 

Apparent low bidder had been Leg- 
nano Electric Corporation, New York, 
with an offer of $68,965. However, 
the time specified for manufacture in 
Milan, Italy, and delivery—360 days 
—was not acceptable. The Govern- 
ment’s invitation specified that de- 
livery time would be an essential factor 
in the award of the contract. 

Other bidders were Westinghouse 
Electric Corp., $71,868, delivery date 
indefinite ; Moloney Electric Co., St. 
Louis, Mo., $82,208.80 including a 
10% escalation clause and 180-day 
delivery; General Electric Co., 
Schenectady, N. Y., $83,823.30, in- 
cluding a 10-per cent escalation clause 
and with 140-day delivery ; and Allis- 
Chalmers, Salt Lake City, $85,306.75, 
including a 10-per cent escalation 
clause and with 140-day delivery. 

The contract covers furnishing an 
outdoor type transformer, impulse 
tests and services of an erection engi- 
neer. 


Babcock and Wilcox Awarded 
First Lump Sum Fuel 
Element Contract 
BABCOCK and Wilcox Company of 
New York was awarded the first 
lump sum contract for the fabrica- 
tion of reactor fuel elements in a pri- 
vately-owned facility. The company 
will fabricate 325 fuel assemblies for 


30 
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the AEC’s Materials Testing Reactor 
at a unit cost of $279.28 or a total of 
$90,766. The contract for this work 
is between the Babcock and Wilcox 
Company and the Phillips Petroleum 
Company which operates the Mate- 
rials Testing Reactor for the AEC at 
the National Reactor Testing Station 
in Idaho. Chairman Strauss of the 
AEC observed that this award was a 
significant step in the development of 
a civilian atomic energy industry and 
that the private suppliers’ entry into 
this field would make the facilities at 
Oak Ridge National Laboratory pre- 
viously used for this purpose avail- 
able for other work. 


Price for Thorium Metal Set 
At $43 per Kilogram 


THE AEC has announced recently 
that a revised basic price of $43.00 per 
kilogram for thorium metal has been 
established. This price will apply to 
licensees who plan to use thorium 
metal in nuclear reactors and for 
ether enterprises for peacetime ap- 
plications of atomic energy. The AEC 
designated the Fernald Feed Materials 
Production Center as the f.o.b. point. 


AEC Program Encourages Private 
Chemical Processing Plants 


EARLY this year the AEC an- 
nounced a program to encourage pri- 
vate industry to build and operate 
plants for the chemical processing of 
irradiated fuel elements from research 
and power reactors. This is another 
in the several recent steps AEC has 
taken toward private ownership of 
the atomic energy facilities for peace- 
ful uses. These chemical processing 
plants constitute an important part of 
the fuel cycle of nuclear reactors. 
They perform the operations of re- 
covery of fissile and fertile materials 
present in the irradiated fuel elements 
for re-use, and of placing the radioac- 
tive fission products in usable forms. 
To date these operations are being 
performed only at AEC (government- 
owned) sites. 


Industry Invited to Try Recovery 
Of Uranium from Fluoride Scrap 


FLUORIDE scrap generated at 
plants producing feed materials for 
use as reactor fuels can be processed 
for recovery of uranium. The AEC 
has invited industry to participate in 
this recovery and notes the additional 
opportunity that such a program 
would also produce sizable quantities 


of fluorine for commercial use. It 
estimated that 4,000 to 8,000 tons 
scrap material will be available { 
processing annually. 


Gulf States Utilities to Build 
111,000 Kw Unit 


GULF states Utilities Company ha 
authorized Stone & Webster Eng 
neering Corporation to proceed wi 
the design and construction of in ¢ 
tension to their Neches power stati 
located in Beaumont, Texas. The ; 
stallation, to be designated unit no, 
will have a net capability of 1°1,Q 
kw. The generating equipment will 
installed out of doors, following 
type of construction used on other 
cent extensions of the Neches siatio 
The preferred standard rehe«t 
bine generator will operate und 
steam conditions of 1,450 psi gag 


1000/1000 F. 





Holan Bulletin Describes 
Series 7000 C Bodies 
J. H. HOLAN Corporation, 41 





West 150th street, Cleveland 10, Oh@; ~ 


has just published a four-page 


scriptive bulletin on its new Serif: 


7000 C Construction Bodies wi 


Crew Compartments. 


The bulletin includes: body dimegl’ 


sions, standard and optional occasioq 


and an explanation of the Holan Dg 


sign Selection Plan which enables buy 
ers to order bodies to best suit the 
budgets and their needs. 

Series 7000 C Bodies are availal 
at all four Holan plants: Cleveland 
Holan Thrift Line Corporation, Gri 
fin, Ga.; the Phoenix Division, Pho 
nix, Arizona; and Brantford-Holk 
Limited, Brantford, Ontario. 








P.U.R. 
QUESTION SHEETS 


an educational opportunity 


With the least possible expenditure of 
time, effort and money, utility executives, 
lawyers, accountants, engineers and 
others interested in any phase of public 
utility regulation can keep well informed 
through these brief, four-page leaflets 
issued every two weeks. 

They consist of 10 questions and 10 
authoritative answers based on current 
decisions revealing court and commission 
views pro and con. Annual subscription 


$10. 
Send your order to 


Public Utilities Reports, Jac., 
Munsey Building, 
Washington 4, D. C. 
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Here is one of the largest high head butterfly valves ever built, 
undergoing a shop test at Newport News. If you had an 

. opportunity to follow this unit from start to finish, you would see 
first hand how Newport News produces massive equipment 


it ; : 
y economically. For economy is a basic advantage that results from 
= Newport News’ high integration of skill and production facilities. 
and 
public F 
formed Large engineering and technical staffs, operating a plant 
je aflets es ‘. 
comprising acres of brass, iron and steel foundries, five huge 
nd 10 machine shops and other extensive fabricating facilities, have made 
en Newport News one of the world’s largest producers of hydraulic 
ription turbines, valves, gates, penstocks and other essential equipment... 
both standard and special in design. 
aC, 


Let us bid on your equipment. Write us today for your copy of 
“Water Power Equipment.” 


This 16-Foot Butterfly Valve Ilus- 
trates the type of work which New- 
port News takes in stride. Newport 
News built 3 such valves, each 
weighing 446,000 Ibs., for the Ross . 
Power Plant, Skagit Project, De- 
partment of Light, City of Seattle, 
Washington. Designed for a water 
flow of 3,620 cu. ft. per sec., and a 
hydrostatic pressure of 290 psi. 
these valves were shop tested by 
Newport News at 450 psi. They are 
hydraulically operated with oil at 
1,500 psi. pressure. Shop tests assure 
speedy, trouble-free assembly of 
Newport News built equipment, on 
the site. 


The TEST of a TITAN 





NEWPORT 
NEWS 





SHIPBUILDING AND 
DRY DOCK COMPANY 
Newport News, Virginia 





Announcing an authoritative treatise on 


RATE OF RETURN 


by Ellsworth Nichols 
the book you've been waiting fo 


One of the most important subjects, if not the most important subject, constantly confronting utility 
managements, regulatory commissions and others concerned, is the amount of return to be allowed 
public utility companies and how best to determine that return. After almost four 

years of research, study, and analysis, Ellsworth Nichols, Editor 

of PUBLIC UTILITIES REPORTS and author of other 


publications on regulation, has completed his new volume, 


“Rate of Return.” 


Throughout the work, emphasis is placed on the ruling prin- 
ciples of courts and commissions concerning the various factors 
to be considered, the weight to be accorded such factors, and illus- 


trations of the application of the principles discussed. 


The volume contains 25 chapters, each dealing with an important 
phase of the subject. 


Theory of Return in Rate Capital Costs of Related 
Regulation Companies 
Confiscation Capital Structure 


Right to Fair Return Cost of Debt Capital 
Amount to be Allowed Cost of Preferred Stock Capital 


Attraction of Capital Cost of Equity Capital 


Comparable Earnings Financing Costs 
Risk or Absence of Risk Illustrations of Capital Cost 


Economic Conditions Efficiency of Operation and 
Intercorporate Relations Management ; 
Cost of Capital As a Factor Character of Service 


Principles Governing Capital Rate Base Theory as a Factor 
Cost Past Earnings or Losses 


Economic Conditions Affecting Miscellaneous Factors 
Capital Cost Operating Ratio 


An important aspect of this editorial achievement is Mr. Nichols’ review of more than a thousand decision 
on “Rate of Return,” contained in over two hundred volumes of Public Utilities Reports. This extensive mas 
of material, together with related materials from other sources, have been condensed into 500 pages under 4 
single cover and constitute the most authoritative and comprehensive treatment of the subject ever published. 


Kept up to date by the addition periodically of pocket supplements containing the latest rulings. de 


cisions and discussions dealing with the subject “Rate of Return.” 


Order your copy today 
Price $15.00 


PUBLIC UTILITIES REPORTS, INC.—Publishers 


NEW BOOK DEPARTMENT 
309 MUNSEY BUILDING 
WASHINGTON 4, D. C. 








PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 








CONSULTING ENGINEERS 
Electricity, Natural Gas and Water Utilities. 
Production, Transmission, Distribution 
Reports, Design, Supervision of Construction 
Investigations, Valuation and Rates 
4706 BROADWAY, KANSAS CITY 2, MISSOURI (SINCE 1915) 














DAY & ZIMMERMANN. INC. 
ENGINEERS 
NEW YORK PHILADELPHIA CHICAGO 


DESIGN, CONSTRUCTION, REPORTS, APPRAISALS AND MANAGEMENT 











% Standby 
%* Augmentation 
* 100% Town Supply 


Design © Engineering ¢ Construction 


DRAKE & TOW NSEN D 11 WEST 42ND STREET NEW YORK 36,N. Y. 


RaTE 





for, Bacon & Davis 


S 
VALUATION En CONSTRUCTION 
REPORTS Ginee RATE CASES 


NEW YORK @ CHICAGO @ LOS ANGELES 











(Professional Directory Continued on Next Page) 
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PROFESSIONAL DIRECTORY (continued) 





GIBBS & HILL, inc. 


CONSULTING ENGINEERS 
DESIGNERS ¢ CONSTRUCTORS 
NEW YORK LOS ANGELES 

















ENGINEERS © CONSULTANTS © CONSTRUCTORS 


607 WASHINGTON ST. 
FOUNDED 1906 READING, PA. 


@ WASHINGTON @ PHILADELPHIA @ NEW YORK 


GA GILBERT ASSOCIATES, INC. 














W. C. GILMAN & COMPANY 


CONSULTING ENGINEERS 
ELECTRIC — GAS — TRANSIT — WATER 
Financial and Economic Reports 
Valuations—Rate of Return—Depreciation Studies 


Traffic Surveys—Fare Analyses 
55 Liberty Street New York 5, N. Y. 














CYRUS G. HILL, ENGINEERS 


Public Utility Properties 
Valuation and Operating Reports 
Plans — Design — Construction — Rate Cases 





134 So. LaSalle Street Chicago 3, Illinois 














GUSTAV HIRSCH ORGANIZATION, INC. 


1347 West 5th Ave., Columbus (12) Ohio 
Telephone Hudson 8-0611 
Consulting and Supervisory Engineers and Contractors 





Construction and Operation of Utility Enterprises 











HOOSIER ENGINEERING COMPANY 


Erectors of Transmission Lines 


1384 HOLLY AVENUE ° COLUMBUS, OHIO 
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PROFESSIONAL DIRECTORY (continued) 





JENSEN, BOWEN & FARRELL 
ENGINEERS 
ANN ARBOR, MICHIGAN 
APPRAISALS—IN VESTIGATIONS—DEPRECIATION STUDIES— 
COST TRENDS — REPORTS 
for Rate Cases, Security Issues, Regulatory and Accounting Requirements 
ORIGINAL COST AND CONTINUING PROPERTY RECORD 

DETERMINATION 











ee ful [} an loyoulion 


t 
| Ce, Se ° CONSTRUCTORS 


POWER PLANT SPECIALISTS 


DESIGN e CONSTRUCTION e MANAGEMENT 
SURVEYS ee INVESTIGATIONS e REPORTS 


1200 N. BROAD ST., PHILADELPHIA 21, PA. 








William S. Leffler, Engineers Associated 


NOROTON, CONNECTICUT 


om Utility Management Consultants Specializing in REGULATORY 
ELECTRIC COST ANALYSIS MPROSLEMS 


for past 35 years 
Send for brochure: ''The Value of Cost Analysis to Management"' 














N. A. LOUGEE & COMPANY 


Engineers and Consultants 
REPORTS—APPRAISALS—DEPRECIATION STUDIES 
RATE CASES—BUSINESS AND ECONOMIC STUDIES 

120 Broadway New York 

















CHAS. T. MAIN, INC. 


Power Surveys—Investigations—V aluations—Re ports 
Steam, Hydro Electric and Diesel Plants 
Gas Turbine Installations 
80 FEDERAL STREET “=. BOSTON 10, MASS. 











MIDDLE WEST SERVICE COMPANY 


Business and Engineering Consultants 
(INCLUDING JAY SAMUEL HARTT CONSULTING ENGINEERS) 











Organization ¢ Corporate Practices * Ac ting * Budgeting « Fi ing © Taxes * Stock Transfer « A isal Valuat ° E i 
Analysis « Cost of Money Studies * Depreciation Studies * Engineering * System Planning © Industrial Engineering ¢ + Business * Rates ¢ Pricing 
Soles and Marketing * Safety * Insurance * Pensions * Employee Welfare * Public Relations * Advertising * Personnel ¢ Industrial Relations 


20 NORTH WACKER DRIVE e CHICAGO 6, ILLINOIS 
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PROFESSIONAL DIRECTORY (continued) 
Pioneer Service & Engineering Co. 











SPECIALISTS IN 
ACCOUNTING, FINANCING, RATES, 
INSURANCE AND DEPRECIATION 


CONSULTING, DESIGNING AND 
OPERATING ENGINEERS 
PURCHASING 


231 SOUTH LA SALLE STREET CHICAGO 4, ILLINOIS 





























SANDERSON & PORTER 
ENGINEERS & 
AND 
CONSTRUCTORS 
Sargent & Lundy 


ENGINEERS 


Steam and Electric Plants 
Urilities—Industrials 
Studies—Reports—Design—Supervision 


Chicago 3, Ill. 














Stone « Webster ‘nro ns 








ENGINEERING CORPORATION EXAMINATIONS 
CONSULTING 
ENGINEERING 
New York Boston Chicago Pittsburgh Houston 
San Francisco Los Angeles Seattle Toronto 








The J. G. WHITE ENGINEERING CORPORATION 


Design—Construction—Reports—Appraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 

















Whitman, Requardt and Associates 
Publishers of the 35-year-old 


DESIGN — SUPERVISION HANDY-WHITMAN INDEX 
HITMAI 
REPORTS — VALUATIONS Cuaimaiehan les Tae 
Including Hydro-Electric Properties 
1304 ST. PAUL STREET BALTIMORE 2, MARYLAND 
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PROFESSIONAL DIRECTORY (concluded) 





Abram$/Aerial Survey 
Lo poration 


Topographic and Planimetric Maps 
Mosaics, Plans & Profiles for all 
Engineering work. 


Abrams Bldg. Lansing, Mich. 


PETER F. LOFTUS CORPORATION 


Design and Consulting Engineers 


Electrical « Mechanical * Structural 


Civil * Thermodynamic « Architectural 
%, 


FL sHED o FIRST NATIONAL BANK BUILDING 
Pittsburgh 22, Pennsylvania 








EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies 


910 Electric Building Indianapolis, Ind. 








LUCAS & LUICK 
ENGINEERS 


DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS, 
INVESTIGATIONS, REPORTS, RATES 


231 S. LASALLE ST., CHICAGO 





Thoroughly Specialized 
RIGHT-OF-WAY 
PROCUREMENT 


x From Title Search... 
...To Damage Claims 


COATES FIELD SERVICE 


P.O. BOX 1581 OKLAHOMA CITY, OKLA. 








LUTZ & MAY 


Consulting Engineers 


STEAM, GAS & DIESEL POWER STATIONS 
PUMPING PLANTS—ELECTRIC SYSTEMS 
REPORTS—DESIGNS—APPRAISALS 


1009 Baltimore Kansas City 6, Mo. 











ENGINEERS, CONSTRUCTION AND 
MAINTENANCE CONTRACTORS 
for the GAS INDUSTRY 


CONSOLIDATED 
GAS anpb SERVICE CO. 


327 So. LaSalle St., Chicago 4, UL. 








MINER AND MINER 
CONSULTING ENGINEERS 
INCORPORATED 


GREELEY COLORADO 














GANNETT FLEMING CORDDRY AND CARPENTER, INC. 
ENGINEERS 
HARRISBURG, PENNSYLVANIA 


Investigations—Reports—Appraisals 
Original Cost and Depreciation Studies 
Rate Analyses—Iinsurance Surveys 


A. S. SCHULMAN ELEctric Co. 
Electrical Contracting Engineers 


TRANSMISSION LINES—DISTRIBUTION—POWER 
S1TATION—INDUSTRIAL—COM MERCIAL 
INSTALLATIONS 


CHICAGO Los ANGELES 











FRANCIS S. HABERLY 


CONSULTING ENGINEER 


Valuation — Depreciation 
Investigations and Reports 


122 SouTH MICHIGAN AVENUE, CHICAGO 





SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 
CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 











JACKSON & MORELAND 


Engineers and Consultants 
Design and Supervision of Construction 
Reports — Examinations — Appraisals 


Machine Design — Technical Publications 
BOSTON NEW YORK 


Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 
ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
309 Munsey Building 
Washington 4, D.C. 
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The Fortnightly lists below the advertisers in this issue for ready at 
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Achilles, the bravest of 
the Greeks during the Tro- 
jan War, was invulnerable 
—almost. By being dipped 
in the River Styx as an 
infant, he was rendered 
incapable of being wound- 
ed — except in the heel by 
which he was held during 
immersion. As luck would 
have it, Achilles was killed, 
finally, by a wound in this 
unprotected heel... 





NO ACHILIES HEEL 


The final test of most products for industry is their ability to withstand — 
completely — the corrosive effects of long periods of time. In cables this 
is especially true, since no part of any cable is more serviceable than its 
\ eakest point. Fortunately —but not accidentally—no Achilles heel limits 
Kerite insulation. Kerite cable in perfect working condition after 40, 50, 
and more years of difficult service is the rule, rather than the exception. 


The value and service life of a product can be no greater than the integrity and craftsmanship of its maker. 


KERITE CABLE 


THE KERITE COMPAN Y—30 Church St., New York 7, N. Y. 
Offices also at 122 S. Michigan Ave., Chicago; 582 Market St., San Francisco; 
3901 San Fernando Rd., Glendale 4, Calif.; 31 St. James Ave., Boston 
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AS HIGHER VOLTAGES GAIN MOMENTUM, E. B. Reitz (left) a 
C. E. Burke, of G.E.'s High Voltage Switchgear Dept., and R. M. Benn 
of G.E.'s Switchgear Development Lab, discuss why increased safety 
lower maintenance may make air-blast power circuit breakers futur 
industry standard for any voltage. Pictured against three phases of a 
oil breaker of same rating is one half of one phase of new breaker. 


nary new air-blast power circuit breaker marks .. . 


Beginning of new era in 
transmission system protection 


For electric utility engineers con- 
cerned with reducing transmission 
system operating costs, General 
Electric’s new 138-kv air-blast cir- 
cuit breaker offers real opportunity 
to meet continually rising loads with 
modern, efficient electrical apparatus 
at minimum cost. 

Developed for the Consolidated 
Edison Company of New York, the 
new breaker, is the first air-blast 
power circuit breaker manufactured 
in the United States. The 138-kv 
breaker, based on 15 years of G-E 
research on air-blast interruption, is 
the first of a complete line of 





breakers through 330 kv, which are 
expected to be available within two 
to three years. Prices are to be com- 
parable to those of oil breakers of 
the same ratings. 


COST SAVINGS FORECAST 


From the viewpoint of operating 
expenditures, the newly available 
air-blast breaker should provide 
utilities with considerable mainte- 
nance savings, as well as some relief 
from the critical manpower shortage. 
Maintenance requirements can be 
reduced radically because of absence 
of oil. Initial filling, scheduled oil fil- 


tration and refilling are elin.inatet 
General Electric engine: rs 
searching constantly for v ays § 
help electric utilities reduce opera 
ing costs. The new air-blast >reakt 
provides ample testimony 0 hd 
this research is paying off. ‘orf 
information on the new ‘ reaké 
contact your nearby G-E Ag oarat 
Sales Representative. C :nef4 
Electric Company, Section « )1-3l 
Schenectady 5, New York. i 


MORE POWER TO AMERIC/ 


GENERAL @ ELECTAl 











